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MUTUAL SECURITY ACT OF 1957 


Committee of the Whole on Foreign Economie Policy 


WEDNESDAY, MAY 22, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to call, at 10:50 a. m., in room G-3, 
the Capitol, Hon. Thomas S. Gordon (chairman) presiding. 

Chairman Gorpon. Good morning, ladies and gentlemen. The com- 
mittee will come to order. This morning we begin hearings on exten- 
sion of the mutual security legislation. Last week, when we sched- 
uled these hearings, neither the President’s message, the proposed 
draft bill, nor the usual supporting data was available frou the 
executive branch. 

The President’s message and the proposed draft bill were received 
yesterday, but we are still without the necessary and essential sup- 
porting information. Even without this detailed information, there 
are many aspects of the foreign aid program which it will be neces- 
sary for the committee to consider and on which we can receive testi- 
mony without waiting for the usual supporting material. 

It is now almost June, but with the many groups and commissions 
that have been working on foreign aid and the many recommenda- 
tions which have had to be considered, it is not too surprising that 
the executive branch has been delayed and has given some evidence of 
a state of confusion on just what should be included in the authori- 
zation request this year. 

The recent suggestion made by the President himself, that the 
military figure, without harm to the program, could be cut by a full 
$500 million, can only be taken as an indication that we have no 
justification for belief that any of the figures, military or economic, 
should be accepted by us without most careful scrutiny and study. 

Speaking for myself, I believe that wherever we can find it possible 
to economize wisely without harming our national security, we should 
do so. 

I will have the clerk read a statement which I have prepared in 
explanation of the procedure we will follow during the current hear- 
ings. The clerk will read the statement. 

Mr. Crawrorp. This morning we are starting an experiment in 
parliamentary procedure designed to permit fuller and more active 
participation by the chairmen and members of our subcommittees in 
the work of the full committee. 

The plan is a modified form of the Committee of the Whole pro- 
cedure. The chairman of the full committee will preside over meet- 
ings on the mutual security bill when general testimony is presented 
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and during the m: kup sessions. On specific subjects or graphical 
areas, the appropriate subcommittee chairman will pres nde over the 
committee, whhie h will sit as a Committee of the Whole based on | 
particular subcommittee. 

These will actually be full committee hearings, requiring a quorum 
of the committee and operating under full committee rules 

We have eight standing subcommittees, both geographic and sub- 
stantive. A degree of overlapping in jurisdiction is unavoidable. 
Assignments of subcommittee chairmen to preside as chairmen of 
the Committee of the Whole will sometimes have to be arbitrary in 
order to share equitably the workload. When the ba koround cata 
on mutual security is received, | shall eall a special meeting of the 
chairmen and ranking minority members of the standing subcommit 
tees to work out further assignments. 

This morning we will receive testimony from represent 
the General Accounting Office on the Comptroller General’s review 
of the nonmilitary mutual security program. It deals with the annual 
program presentation which IC A submits to the congressional com 
mittees covering the nonmilitary segment of the mutual security pro- 
gram. This question is of concern to several of our standing sub 
committees and, of course, all members of the committee share a strong 
interest in i 

Chairman Gorpnon. The Chair will now entertain a motion that the 
committee resolve itself into the ¢ ommitee of the Whole on Foreign 
Economic Policy. 

Mr. Vorys. I move the committee resolve itself into a Committee 

Whole for consideration of foreign economic policy. 

If my motion is adopted, the Chair will then. foll 
of action in the House, appoil ta chairman to presi 

i feel that such a motion ought not to be necessary at every sessior 
of the comn iittee as it is 11 the Hou e, Dut that the Chair. without 
objec tion, should appoint a chairman to preside. 

But It hi ink it might be wi ll, the first time that thi procedure comes 
up, to have such a motion so that the plan ean be discussed. I an 


: ao gare ; eee . 
happy to make the motion from this s1 


) 


vives of 


vi Ino the analooy 


} 1 
ae oT the taple, de 
that the nrocedure suggested is a eood one, 

I would like to say this in furthe 
‘ould ] ae . Leann thork tian hal 
would pe my\ fond hope That f nem 

. 7 } 
the subject matter by area or by substantive matter is definitely part 
of their responsibility. not only the chairman of that subcommittee, 


but the members, would feel an especial duty and responsibility to 


r support of mv position. It 


ers ot t} i@ Subcommittees, when 


be here, become fully familiar with the matter, and be prey ared to 
explain if and defend 11 oO! the Ae or of the House. 

We have such an enormous volume of material to co sider that the 
danger is that what is everybody's business 1s nobody’s business. I] 
hope that this method of procedure will involve a commitment by the 
subcommittees to participate in the hearing and do the necessary work 
and followup so that they will be especially prepared to explain and 
defend the action of the committee on the floor. 

Mr. ZABLOCKTI. Mr. Chairman. I second the motion. 

Chairman Gorpon. You have heard the motion. All in favor 

Mr. Zapvocki. Could we have a discussion ? 


{ ‘hairmaa (7ORDON. Yes. 
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Mr. Zasiockr. I believe it ought to be clarified whether, under this 
Committee of the Whole procedure, subcommittees will be precluded 
from having simultaneous hearings. 

Chairman Gorpon. No. You can proceed with your subcommittees 
whenever the schedule of the full committee permits. 

Mr. Zapuiockt. I said, “simultaneous,” at the same time—— 

Chairman Gorvon. Not simultaneously; when the Committee of 
the Whole is holding meetings. 

Mr. Zasrockt. The full committee meetings in Committee of the 
Whole will undoubtedly prevent for the next 6 weeks subcommittees 
from having any hearings; is that true ? 

Mr. Vorys. Could I comment on that, Mr. Chairman? I think we 
must remember that the Committee of the Whole down on the floor 
does not permit the meeting of other committees without unanimous 
consent, because we are all supposed to be there. 

Chairman Gornon. It is the same procedure. 

Mr. Vorys. The analogy between the Committee of the Whole on 
the floor and this committee can’t be carried too far. For instance, 
we have to have, presumably, a quorum to take action up here, whereas 
the Committee of the Whole only needs 100 Members on the floor. 

There may be times when we won’t have a full quorum here for 
every minute of the hearing. But I think that the matter of separate 
hearings by the subcommittees while this mutual security program 
is before us should be passed on, certainly by the chairman and maybe 
by the Committee of the Whole. And where there m: Ly come 
when in studying the mutual security program there might 
multaneous hearings 

Chairman peo John, we have to remember that at all times it 
will actually be a hearing by the full committee requiring a quorum 
of the committee and operating under the full committee rules. 
Mr. Zastockt. Which would mean you couldn’t begin a meetin 

ie Committee of the Whole unless there was a “full committee’ 
quorum present. 

Chairman Gorpon. We expect to have a quorum of the full commit- 
tee at all times. 

Mr. Hays of Ohio. It seems there is a misunderstanding of subcom- 
mittees sitting during this period of the next 6 weeks. T would assume 
that you didn’t mean to say that a subcommittee could not sit on the 
day that the full committee was meeting but at a different time. 

Chairman Gorpon. Just so the subcommittee meetings do not inter- 
fere with the work of the full committee. 

Mr. Hays of Ohio. My subcommittee met this morning at 8:30. 
You have no object ion unless there is a conflict in time? 

Chairman Gorpon. That is right. 

Mr. Burteson. I think perhaps these are questions of mechanics of 
our operation whi ich should be discussed in executive session. 

= ou indicate that you expect to have a meeting of subcommittee 

airmen and the ranking minority members when background data 
is received on the mutual security program. Probably that is the time 
to discuss details for future plans. 

For the time, however, let me make this point: All of us, I empha- 
size “us,” are inclined to think that what we are Seating ' with specifi- 
cally is the most important part of the entire hearing. That goes all 


the way through human endeavor, I am sure. 


+ 


a time 
} 
A 


De si- 


or 
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I think we have to give some thought as to how the witnesses are 
scheduled and the time involved or we will end up by spending a great 
part of the period on one phase. 

Snr I am against public witnesses. I think it is about the 
most worthless thing we can do. Be that as it may, it seems to me 
we must arrive at some understanding to limit the time of considera- 
tion on subjects treated by each subcommittee. Whether it is by some 
strict formula or by a defined criteria to limit one subcommittee hear- 
ing, I think that is something we must consider at the appropriate 
time. Perhaps now is not the time, but I did want to mention it. 

Further, Mr. Chairman, it is my feeling that no hearings at all 
should be held until the other body completes their hearings. 

At the appropriate time I would like to present an argument on 
that score. I favor sitting pat in this committee regardless of what 
the pressures are until the Senate acts on the foreign aid authorization. 
I think they ought to do it this year. I think they ought to take the 
heat one time. 

I understand several years ago they did first act on the authoriza- 
tion. So it is not entirely without precedent. I think this year we 
should sit right here until whatever time it takes, and let the Senate 
act on an authorization bill, because, of course, we have to act first 
on the appropriation. 

I see no reason, since they have spent quite a bit of money, time, 
and publicity and $350,000, that they should not handle the authoriza- 
tion first this year. 

Mr. Futton. May I be heard, Mr. Chairman? I believe the duty of 
this body and this committee is to handle this legislation regardless 
of the Senate. Each House operates independently. We at our level 
should decide on our own what is the best time for the best study of 
this bill by this committee. 

So I recommend that the committee, if it feels it is worthwhile, go 
ahead on its own regardless of the Senate calendar and do the best 
study possible. 

Mr. Burueson. If the gentleman will yield, it is all right to say 
that we may in theory act independently, but heretofore they have 
acted on what we have developed, and they have horsed it up con- 
siderably. They are going to do it a great deal more this year. I 
think what we do will go for nought. They can horse it up and we 
can horse it up worse. I think we can outhorse them. Whatever 
we do here will go for nought because eventually we are going to find 
they are pretty much going to have their way. 

Mr. Futon. I think the committee should operate as we have been 
doing and come up with our own solutions. 

Mr. Burteson. I am not asking for a decision on that matter here 
at the time. I want to throw that out to present what I think is a 
valid argument for it at the appropriate time. | 

Mr. Fuurton. Far be it from us to try to program for the Senate. 
I think we in the House had better stay on our own level. 

Mrs. Ketiy. Mr. Chairman, I would like to be heard for a moment. 
I wonder if it would be possible for us to have statements from 
witnesses the day before a hearing in order that the members would be 
able to read the statement and then proceed with questions im- 
mediately upon the witnesses appearances at the committee hearing? 

Chairman Gorpon. We will try to do that whenever possible. 
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Mrs. Ketuy. I think it would be most beneficial. All members 
should have equal opportunity to question. Key witnesses give long 
statements and then have no time to answer questions. 

Chairman Gorpon. You mean that the witness should give us a 
prepared copy 2 days before the hearing so we can be ready with 
questions ? 

Mrs. Ketuy. Yes, Mr. Chairman, at the beginning of the hearings 
proceed right into the questioning. 

Mr. Vorys. Much of this involves matters that I think the com- 
mittee ought to discuss, but I also think it ought to be discussed in 
executive session. On the other hand, I would think that the motion 
procedural matter that is before us could be disposed of. 

I would hope we could get together, have an executive session 
tomorrow morning maybe for a half hour before we start any open 
session, to discuss some of these matters, which I certainly think we 
ought to discuss but which can be better handled in executive session. 

Chairman Gorpon. You have heard the motion to proceed under 
this proposed new idea. All in favor will raise their hands. 

Mr. Crawrorp. Fifteen hands raised. 

Chairman Gorpon. Those raised against. 

Mr. Crawrorp. None raised against. 

Mr. Vorys. Mr. Hays didn’t raise his until late because of modesty. 

Mr. Haysof Arkansas. I am not that modest. 

Chairman Gorpon. The Chair will designate Mr. Hays of Arkansas 
to preside over today’s session. 


COMMITTEE OF THE WHOLE ON FOREIGN ECONOMIC 
POLICY 


Chairman Hays of Arkansas. I think everyone has received ad- 
vance notice of the purpose of the testimony this morning. So the 
Chair will ask the first witness, Mr. Robert F. Keller, Assistant to 
the Comptroller General, to take the witness stand. Mr. Keller, thank 
you for coming. 

I believe you have a prepared statement, Mr. Keller. You may 
proceed in your own way. 


STATEMENT OF ROBERT F. KELLER, ASSISTANT TO THE COMP- 
TROLLER GENERAL OF THE UNITED STATES, GENERAL ACCOUNT- 
ING OFFICE 


Mr. Ketrer. Before proceeding with my prepared statement, I 
would like to mention, Mr. Chairman and ladies and gentleman, that 
our statement was prepared at the end of last week, and it is based 
on comments that we have made to ICA. 

Chairman Gorpvon. Just for the record, Mr. Chairman, could we 
have the name and position of the witness ? 

Chairman Hays of Arkansas. Yes. 

Mr. Kreiier. My name is Robert F. Keller. I am Assistant to the 
Comptroller General. 

Pursuing the matter I just mentioned, Mr. Chairman, the fact is 
that we, too, did not have access to the President’s proposal on the new 
Foreign Aid Authorization Act, and consequently our statement is not 
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geared to the proposal. We have, of course, seen the President’s mes 
sage of yesterday, but we have not seen the draft of legislation. 
However, we feel that many of the comments we will make today will 
be equally applicable to the new bill. 

We are pleased to appear before you and to assist you in your con 
siderations of the mutual security program We understand that the 
committee’s pr imar AY interest In meeting w ith us today is to ascertal: 
our views regarding the annual program presentation which the Inter 
national Cooperation Administration submits to the co caaivenlans| 
committees covering the nonmilitary segment of the mutual security 
program. This segment embraces principally those activities desig 


nated in the mutual security legislation under the titles of defense sup 
port, development assistance, and technical cooperation, which are 


administered by ICA. 

The format and content of the annual program presentation by TCA 
to the congressional committees has received our attention during the 
past several years, as part of our audit of he nonn wi ts wy mutual 
security activities. This interest stems eee our belief that the 
committees and their staffs should have before them program preser 
tations stated in sufficient clarity and completeness to permit a eo 
sidered judgment as to the reasonableness of the proposed programs, 
in the limited time which the press of Government business allows for 
examination. Such an approach , although basic to any agency prese) 
tation, is particularly important in the mutual security prog 
reasons which are familiar to this committee and which therefore need 
only passing reference here. 

There are the many and diversified types of activities carried out 
within the framework of agreements with each of 50 to 60 other 
governments throughout the world: the problems encountered in 
de Vv ising mutually satisfa i ry for) iS and methods of issistance which 
will simultaneou. ly serve the best interests of the recipient and our 
own country; the purpose and functioning of the mutual security 
1 


program as an arm of the foreign policy of 1 | 
1 


raw tor 


ie United States; the 


unusual provisions of the Mutual Security Act granting broad au 
thority in the use of funds authorize bs These fac ors, We heli ve, add 
up to an extraordinarily complex as well : as unique program in the 
structure of Government a tivities hich. coupled with the substan 
tial funds involved in carrying it out, confront the congressional 
committ ees with what in our opinion is a extremely difficult task 
T alyzing he annual Dt} entation by if) wency a l evaluating 
the reasonableness of the program proposed for th oming vear. 
(nother characteristic of the mutual security progran tha 
by statute an annual activitv which must be authorize by the Cor 
oress each year as basic legislation upon and within which funds are 
appropriated. The same program presentation submitted to the 
leg lative committees is simultaneously transmitted to the Appro- 
priation Comn littees . The latter committees consider the funds to 


be : approp! iated within the amounts stated in the auth izing legisla- 
tion. TAOS ay prog! ‘am presenti ition to the legislative committe 


is. YY effe ct. -agenc vs pro nosed bande yet 


Because of ‘hale considerations and because it is one of our func 
tions as an arm of the legislative branch to assist the congressional 
committees, it has been our practice for the past several years to re- 
view the annual program presentations made to the legislative com- 
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mittees to see in what practical way their form and content could be 
improved to facilitate the task of those committees. Our views on 
the agency’s annual program presentation have been eg Mpa 
previously in reports to the Congress and its committees, as well : 
informally to the agency : each of our annual reports on Sionifi- 
cant Findings, to the House Committee on Appropriations; in our 
report to the Congress in June 1955 on our Study of Obligating Bases 
and Related Administrative Procedures; and again in May 1956 in 
our statement to the Senate Foreign Relations Committee, we stressed 
the need for better pr presentation to permit an easier and 
fuller understanding of the agency’s past and proposed operations 
and thus contribute to more me aningfal control of funds by the Con- 
April of this year we appeared before the International 
Operations Subcommittee of the House Government Operations 
Committee, on the same subject. 

Over the same period, we have presented our thoughts to the agency 
in discussions and by cor respondence. The agency on its own initia- 
tive has es n continued attention to its annual program presentations 
and has endeavored to improve them in line with changes In the char 
acter of a program and what we understand have been expressed or 
implied views of congressional and other responsible bodies. 

Our latest review, which concerned the proposed mutual apourity 
program for 1957, indicated, in our opinion, the need for further im 
provements. The House Appropriations Committee in its report in 
July 1956 on the presentation of the 1957 program stated that com 
mittee deliberations were made more difficult by the lack of infor 
mation as to past accomplishments and the vagueness of data on 
projected programs. 


eress. In 


Based on this review we set down some specific SILOS estions for the 
guidance and consideration of the agency in formulating Satan pre- 
sentations, Phis took the form of a memorandum transmit ted to the 


‘ yeah * ; : ; 
Wirector of the International ( ooperation Adi iinistration on Janu 


herein are addressed pri ‘ipally to 


iy 9, 1957. Our views as stated 
our review of the presentation for fiscal year 1957 and our suggestion 
thereon to the Director. 

We f lly recognized t| ar oul ucce tions re presen ited QO) ly our owl 
cing on the subject. The answer to what constitu ites a presenta 
tion that enables reaso ees understanding and evaluation is largely 
a matter of opinion. W e have no ki iowledge of what the individual 

ommittees desire f eally as to the tvpe of information or the 
form in which it aeaeiia be submitted. It may be that am mo the 
committees, opinions diifer as to what is necessary for consideration 
+] 


heir deliberations. We 


Lot eertain in Some Cases whether and how much additiona ettort 


1 . 1 
{ 


within the time fixed by the committees for 


it be required to accumulate the data underlving our suggestions 
Nevert!] ‘les , we Fee] that oul thi ky mr as y wha should be ine] ied 
in the presentation should recelve serious consideration. 

In our memorandum of January 1957 to the Director of ICA, we 
advanced a number of observations which may be summarized under 
t] e follov ing captions: 

i. Documentation of proposed country aid le ‘ve ‘ls. 

2. Possible overprograming for project-type aid. 


3. Information on past accomplishments of project-type aid. 
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. More comprehensive presentation of nonproject-type aid. 

5. S. Additional data. 

However, before proceeding to a discussion of these observations 
we think it is desirable for a better understanding of their significance 
to explain briefly certain technical aspects of program administration 
which are directly related to the program presentation. 

First I would like to point out the distinction between project and 
nonproject aid. Severai years ago the agency, for its internal pro- 
graming and administrative operations, “classified the three major 
categories of aid—defense support, development assistance, and tech- 
nical cooperation—into two types, designated as “project” and “non- 
project.” Since these designations are refer red to hereafter it is appro- 
priate at this point to explain briefly what each represents. 

Project-type aid is considered to embrace those activities of a specific 
nature, jointly sponsored, financed and carried out by the United 
States and the recipient country. It includes princip: ally financing of 
capital investment projects, such as dams, pl: ints, and construction of 
highways; and technical advice, demonstration and training of foreign 
nationals popularly known as point 4. 

Nonproject aid is directed at the economy of a c¢ ountry as a whole, 
comprising assistance designed to bridge a deficit in the balance of 
payments, to support a country’s budget, or to satisfy the need for 
internal consumption. This type of aid has been principally in the 
form y financing the import of commodities, but it has also ¢ ‘onsisted 
of cash grants or loans, or direct reimbursement for the costs of equip- 
ping and supporting the forces of friendly countries. Local currency 
generated from these forms of aid have been released for budgetary 
support or local costs of development pr ojects. 

Significance of agency obligations: The bases on which ICA obli- 
gates funds for both project and nonproject-type aid and the signifi- 
cance of these obligations in relation to implementation of aid activi- 
ties, have a direct bearing on the requisites for an adequate program 
presentation. 

Funds for ICA aid are generally obligated through bilateral agree- 
ments in various forms between the United States and the respective 
recipient countries, which commit the United States in stated amounts 
for financing specific types of aid activities. For project-type aid it 
is usually a project agreement, the project being the established unit 
of activity; for nonproject-type aid the agreement is represented by 
a procurement authorization where the aid calls for financing the pro- 
curement of import commodities, generally a separate authorization 
for each type of commodity. Nonproject-type aid in some cases has 
been in the form of cash grants or loans for which the agreement has 
generally been through exchanges of diplomatic notes. However, the 
bulk of aid activities are obligated by project agreements and procure- 
ment authorizations. 

In other Government agencies the basic obligating document is 
with an outside party and requires actions which c ulminate in delivery 
of the goods or services called for by the document. Thus implementa- 
tion proceeds directly from the basic obligating document. Such is 
not the case with ICA. 

Since the basic obligating document in ICA is an agreement with 
the recipient country, sep: rate subsequent actions are required before 
any outside commitment is established and tangible implementation 
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of the agreement initiated. On project agreements ICA issues various 
forms of project implementation documents which authorize actions 
to be taken for the procurement of specific equipment, materials, and 
services related to the project. These documents are issued at such 
times subsequent to the execution of the project agreement as ICA 
and the recipient country firm up details of the project. The issuance 
of these documents is recognized in the records of ICA as “subobliga- 
tions” although they do not constitute any outside commitment. Nev- 
ertheless, the amount of subobligations indicates a stage of advance- 
ment beyond the project agreement and thus has more meaning in 
terms of the implementation status of the project than the amount 
shown as obligations. ICA does not record the outside commitments 
resulting from the issuance of the implementing documents. 

On procurement authorizations, the recipient country in pursuance 
thereof arranges for specific procurement through its importers or 
government agencies or in some cases through United States Govern- 
ment agencies. These in turn negotiate for ‘the goods or services cov- 
ered under the procurement authorizations, the consummation of 
which is the point of outside commitment. ICA does not take cog- 
nizance of these intermediate actions, the next recording being for 
expenditures when the commodities are shipped. 

Documentation of proposed aid levels prior to presentation to the 
Congress: For most programs, country levels of aid are first devel- 
oped by the ICA mission stationed in the aid-receiving country. It is 
in the field that the size and composition of commodity import pro- 
grams are initially determined and the character, number, and size of 
economic or technical development projects are worked out. These 
proposals then go through successive stages of review, adjustment, and 
refinement by the various organizational units within ICA with the 
advice and cooperation of other agencies in the executive branch. 
Our review disclosed that ICA does not follow a systematic procedure 
for recording changes in country levels and their principal com- 
ponents. We found it impractic al to ascertain the reasons underlying 
program changes, starting from the field proposal and leading to 
the final level approved by Washington, and thus could not make a 
reasonable determination of the basis on which country programs and 
their component activities or projects were developed. 

We believe that ICA should adopt a systematic procedure for 
recording significant changes in the levels of country aid and major 
components thereof, made in the process of reviewing and finalizing 
the programs submitted by the country missions. Such record should 
include the nature, reasons, and source of such changes. This pro- 
cedure would, in our opinion, enable the agency to support more ade- 
quately the basis of its requested programs and contribute to a more 
orderly programing process. 

Possible overprograming for project-type aid: In reviewing selected 
projects proposed for financing in 1957 in certain aid-receiving coun- 
tries, we noted that some of these projects which are of a continuing 
nature had substantial balances unexpended and not subobligated. 

This situation seemed to indicate that a considerable period of imple- 
mentation lay ahead for the funds already obligated and raised doubt 
that the additional amounts proposed for 1957 were needed in that 
year to insure continued activity on these projects, or could be used 








10 MUTUAL SECURITY ACT OF 1957 


effectively in 1957. The following cases are cited as illustrations; the 
figures are at the close of fiscal year 1956: 

For a multipurpose dam in a certain country, ICA proposed $7.4 
million of financing in 1957, although practically the entire $12 mil- 
lion obligated was unexpended, and $1 million was still not subobli- 
gated. Another illustration is a college exchange project for which 
ICA had already ob oe more than $5 mil llion, of which close to $4 
million was une xpended ; ‘A proposed additional financing in 1957 
of $1.2 million. There was a river v: ley development project for 
which ICA progr: umed $3 million for 1957, yet $5.3 million was unex- 
pended and $700,000 not subobligated ; prior-year funds dated back to 
1954. In the countries selected for review several other situations of 
a similar nature were noted. 

We stated to the Director that if these projects were representative 
of the gener al status of projec t-type a Lid, a progra um estimates 
should be screened more critically to determine whether ICA, its 
overseas mission, and the recipient country will be capable, within the 
buc leet year, ot dk ying’ some thine more than execute agreements tor 
ob liga tion of the new funds. 

It frequently, and one might say inevitably, happens that program- 
ing beyond the proximate need for and capacity to effe ctively use fur- 
ther funds leads to premature ol bligating—the obligation of funds 
through the execution of project agreements before the plans for the 
projects : ire firmed up suflic lently to commence tal gible imple menta- 
tion of the projects w ‘ithin a reasonable time after the agreements are 
signed. 


Overprograming and premature obligating have not been uncom 
mon in the past, as indicated in our reports on individua il country pro- 
orams to the Coneress. These reports po nted to projects whe rein 
the pace of implementation lagged considerably behind the funds being 
programed and oblig ated. A more recent and outstanding example, 
one of greater magnitude than most of the situations noted by us, was 
tne obligation, by project agreement 1n \pril 1956, of S19 million for 


the con ru ‘tion of a second fertilizer plant in Kore 

This obligation was incurred before the agency had undertaken the 
necessary engineering survey to determine such essential features as 
kind of fertilizer to be manufactured, type of raw material to be used, 
and plant loc ‘ation: also in the face - many problems and delays ex- 
perienced with the first plant which is still under construction. The 
agency has recognized ths it this ereeibonti was premature an id has 
stated to us that it has negotiated with the recipient government to 
release the funds and reprogram them for more urgent purposes. 

It does not seem to be consistent with the intent of the Congress, nor 
with the concern of the agency for prudent management, to stockpile 
obligations for future use. Therefore, every reasonable effort should 
be made to avoid accumulating obligations which by reason of existing 
unfulfilled commitments are not likely to be imple emented for a long 
time. 

Information on past accomplishments of project-type aid: 

An important yet difficult task of the congressional committees is 
to evaluate the reasonableness of the pr posed programs in terms of 
their economic value and capability of timely performance. ‘To do 
this in a reasonably intelligent manner the committees should have 
before them adequate data from which considered judgments can be 
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made as to the individual segments of the respective programs. We 
have in the past strongly urged the agency to furnish supporting data 
in such detail and clarity as will describe fully its past performance, 
the nature of its proposed activities, and the justification of its 
estimates. 

A commendable step in this direction was taken by the agency in 
the 1957 presentation through the inclusion of listings of individual 
projects for which funds were being requested for 1957. These list- 
ings consisted generally of a description of the project, whether it was 
a continuing or new project, and the net amount of dollars and local 
gurrency costs proposed for 1957. We do not believe that this infor- 
mation 1s sufficiently complete to permit a competent appraisal of past 
performance and needs for the budget year. Our previous reference 
herein to certain continuing projects for which ICA requested funds 
for 1957 and which had considerable available balances of prior and 
current years funding, illustrates the need for disclosure of past per- 
formance, so that the legislative committees can evaluate proposed 
funding plans and identify possible overprograming. 

We have suggested in the past, and reiterated this suggestion in our 
communication of January 1957 to ICA, that the project listings be 
expanded in two ways: 

(1) For major projects, for which additional funds are requested, 
information should be shown as to past performance and future fund- 
ing to completion. 

(2) The status of major projects already funded in prior years, 
even though no additional funding is being requested, should be in- 
cluded because of their effect on the agency’s ability to carry on new 
projects in a given field of activity. 

We emphasized that because of the large number of projects in- 
volved—the 1957 presentation listed about 1,500 projects tor some 
00 to 60 countries—this information should be limited to major 
projects. The number would vary as between individual countries, 
oe on the relative significance of project type aid in each 

country. Hlowever, it is pertinent to note that of these 1,500 proje: 
only 110 projects, involved United States financing of $1 million or 
over for each project. Of the 1,500 projects, 1,300 were listed 
of a continuing nature, which emphasizes the relevance of information 
as to previous funding and past performance as a yardstick for meas- 
uring progress and future requirements. 

We sugg rested that the follow ing data for each m: 1Jo I project should 
— be included in the program presentation : 

The year in which project was initiated. 

2, Cumulative obligations, subobligations, and expenditures. 

3. Recipient country monetary share to date. 

4. Estimated additional cost to completion, and financing by the 
United States and the recipient country. 

). Significant features, problems, conditions, or other aspects of the 
project that bear on its initiation or implementation. 

More comprehensive presentation of non project-type aid: Since 
this type of aid derives from various broad considerations designed to 
sustain or strengthen the general economic, military, or politic al stabil- 
ity of a country, it is essential to an intelligent evaluation of the 
propos aaa level of aid that the basis on which it was determined be 
ciear ly set out in each country presentat ion. 
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The narrative sections of the 1957 presentation for non project-type 
aid contained general statements of overall program accomplishments 
and objectives; however, it seemed to us that the factors on which the 
proposed amounts were based and the relative monetary weight of 
each factor should be more specifically described. For ex: imple, if 
nonproject-type aid is based upon the balance of payments in a 
particular country, this fact should be described and presented in a 
way that will indicate how the proposed level of aid is related to 
programs proposed for the budget year. Where nonproject-type 
aid is in fact founded on political or other grounds, the significant 
considerations in support thereof and the basis for the amount re- 
quested should be clearly presented. 

We experienced some difficulty in clearly recognizing in the 1957 
presentation the elements of nonproject-type aid proposed for certain 
countries as distinguished from project-type aid for the same country. 
Since these two types of aid differ as to their purposes and character, 
the lead time required for implementation, and their basic justifica- 
tion, it is essential to a clear understanding of how the respective 
country programs are to be carried out that the elements comprising 
each be readily identifiable. 

Having in mind the present funding structure, we believe that in 
future presentations the several summaries of financial data should 
show clearly and separately the amount of each component applicable 
to the project and nonproject-type aid. 

Similar to the condition described for project-type aid, there has 
been a considerable gap between amounts obligated for a large part 
of nonproject-type aid and the amounts expended therefor. This 
gap has been generally referred to as the “pipeline” of unshipped 
commodities. We believe it would be helpful to the congressional 
committees in their considerations of proposed import programs if 
the amount of this pipeline for each country supplemented by some 
related data as to the operations and status of the import program, 
were shown in the program presentation. The data we have in mind 
would include (1) a summary of the pipeline balance at the begin- 
ning of the year, authorizations and shipments during the year, and 
the pipeline balance at the end of the year, for each of the 3 years 
covered by the program presentation, (2) an aging of the pipeline at 
the most current date by year of initial obligation, and (3) appro- 
priate remarks relative to balances long outstanding. 

The agency has obligated funds for nonproject-type aid in vari- 
ous other forms, such as cash grants, cash loans, and special support 
agreements generally evidenced by exchanges of diplomatic notes. 
While in the case of cash grants and loans the dates of obligation and 
expenditure generally coincide, some of the support agreements have 
required a considerable time interval between the original obligation 
and its final liquidation. These transactions, we believe, require 
special disclosure in the program presentation, because of the mag- 
nitude of funds which are carried over into the next succeeding year 
which may affect the desirable level of aid for that year. 

One example is a military support agreement with a country in 
fiscal year 1955, by which ICA obligated the sum of $223 million. 
This agreement contained no terms for the utilization of the funds 
beyond stating that they were required for carrying out the coun- 
try’s military program for 1955. It was not until fiscal year 1956 that 
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substantially all of the funds obligated in 1955 had been committed 
for specific aid activities, such as procurement authorizations or cash 
grants. At the close of fiscal year 1956, a balance of $4 million still 
remained uncommitted. 

Additional data: Our review of the 1957 program presentation was 
of a selective nature, and we limited our comments to ICA to matters 
which we considered of particular significance at the time. 

One of such matters is the classification of program activities under 
the designation of “other costs.” Although in some countries these 
amounts represented a sizable portion of the total country program, 
the information contained in the program document did not clearly 
describe the nature or purpose of these costs. 

We cite the following illustrations: For Guatemala, the amount of 
$3 million, or 60 percent of the total development assistance program 
of $5 million, was shown as “other costs.” One-third of the defense 
support program for Iran was classified as “other costs.” In another 
country program of $265 million, $50 million was shown as “other 
costs”—this represents close to 20 percent of the total country program. 

Where other costs represent such a significant portion of a country 
program, we think every effort should be » made to identify and describe 
the components thereof or to restrict the use of this category to minor 
activities. 

Another important matter is the growing magnitude of local cur- 
rencies accruing from the sale of surplus agricultural commodities 
under Public Law 480, and their allocation for foreign assistance 
activities in addition to those funded by mutual security appropria- 
tions. Considerable amounts of such local currencies are being pro- 
gramed to ICA for use in the mutual security program. At March 
31, 1956, the time of the ICA presentation for fiscal year 1957, an 
aggregate of over $500 million of such currencies had been programed 
to ICA for use in various country programs on os basis of executed 
Public Law 480 sales agreements. At December 31, 1956, the amount 
programed was in excess of $1 billion. Aekon’ eo ations by the 
Bureau of the Budget were $215 million in March 1956, and $646 mil- 
lion in December 1956. 

The congressional presentation for 1957 did not include sufficient 
data on local currencies programed or expected to be progr: amed to 
ICA under Public Law 480. Since these currencies constitute a sig- 
nificant element of mutual security financing, we believe that infor- 
mation on these currencies similar to that shown for other local cur- 
rencies, should be included in the presentation. 

Finally, we believe that the deliberations of the congressional com- 
mittees would be further facilitated if information of the following 
nature were also included in the program presentation for each 
or Th, 

. The amounts requested for the current and prior year and the rea- 
sons for significant variations between these amounts and the amounts 
obligated. This data is similar to that reported pursuant to section 

513 of the Mutual Security Act ; however, its inclusion in the program 

presentation would relate it directly to ac tual program operations and 
permit a more timely and informed review of past program planning 
and execution, and the reasonableness of proposed programs. 

2. The additional funds which became available during the cur- 
rent year for program use by transfers, Presidential determinations, 

92522—57—pt. 12 
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reobligations of prior year’s funds, and such other mexas as are 
authorized by law. 

Transfer and broad use authority: The problems of adequate pro- 
gram presentation and its evaluation are affected in no small measure 
by the manner in which the funds authorized for such activities may 
be used. Present and previous legislation have authorized and appro- 
priated funds for designated types of activities as set out in the pro- 
gram presentations ne to the congressional committees. How- 
ever, the legislation has also granted broad authority to the President 
to transfer funds between appropriations and to use funds for pur- 
poses which he may determine to be in the security interests of the 
United States. As a consec quence, funds required for these special 
purposes have had to be drawn from funds appropriated for desig- 
nated activities, and the amounts so drawn have been considerable over 
the past several years. This situation has adversely affected adminis- 
tration of the program in several important aspects. 

Substantial amounts appropriated for designated activities have 
been immobilized for varying periods of the year so that they would 
be available for special] purposes that might arise; this has been a basic 
deterrent to sound program planning. ‘This situation has also com- 
plicated accountability in terms of relating the utilization of funds to 
the activities for which they were authorized, and a major obstacle to 
the development of a more specific and comprehensive annual program 
presentation. 

This subject was previously discussed in our report to the Congress 

1 June 1955 on a ade of obligating bases and related administrative 
eaten of the then Foreign Operations Administration. In that 
report we suggested a realinement of the funding scheme for the 
mutual-security program into two general categories: (1) planable 
activities, and (2) unforeseeable activities, the latter to be financed 
from a separate emergency fund to be separately accounted for as to 
its use. We further suggested that such separate fund would mini- 
mize and possibly obviate the need for the transfer and broad use 
authority. 

At the time . our report the Congress had under consideration a 
proposal to establish an emergency fund end subsequently authorized 
and aj propriate od a special P residential fund of $100 n nillion for fiscal 
year 1956, and a similar amount for 1957. Another Presidential fund 
for Asian economic development was authorized in the amount of $200 
million by the Mutual Security Act of 1955, of which $100 million 
was ap} ropriated for fiscal year 1956 to remain available until June 
30, 1958. ‘The transfer and broad use authority provided in the act 
was left unchanged. 

Because of the significant disadvantages of transfer and broad 
use authority heretofore cited, and in consequence of the recognition 
by the Congress of separate undesignated funds for special purposes, 
we believe it is pertinent to consideration of the annual program 
presentation to invite attention to whether this authority may now 
be discontinued. Of immediate relevance to the annual program 
presentation is the fact that the « xistence of this authority has been 
inextricably bound up with the illustrative type of program which 
has characterized the agency’s annual presentation. Discontinuance 
of this authority would pave the way for disposing of the illustrative 
program and its substitution by a program setting out for each ecoun- 





MUTUAL SECURITY ACT OF 1957 15 


try, planned activities, adequately described, fully supported on their 
a, military, or political merits, the execution of which is not 
encumbered by the hazards of unforeseeable exigencies, This, in 
essence, is the kind of specific and comprehensive program presenta- 
tion which we believe should be made to the congressional committees. 
We further believe that discontinuance of this authority would con- 
tribute to a more order ly process of planning, programming, obligat- 
ing funds, and overall administration. 

ICA acknowledges the disadvantages of diverting funds from other 
programs to meet spec ial purposes and favors a ‘conting rency fund. 
However, it urges continuance of the present transfer and broad use 
authority on the ground that to est: ablish a contingency fund over 
and above all planned programs, that would be large enough to meet 
ill contingent and unforeseen requirements, would be unwise, imprac- 

eal, and probably congressionally unaccept: ab le. 

We do not see how ne stablishme ni of such a fund would be ae 
or impractical since it is presumed that it w oul 1 be used only for the 
ame kind of emerge it for which regular program funds have shee 
used; that its use would be fully accounted for: and that unused 
funds would revert to the Treasury or be authorized for carryover 
nto subsequent years. The Congress would, of course, determine the 
amount of such fund as well as the amount for planable activities. 

As a final thought on this subject it is intended that the existing 
flexibility of the President to meet emergent situations through the 
authority of the Mutual Security Act should not in any way be less 
ened but simply that the funding to exercise thi flexibility should 
be segregated to permit more effective administration of the ‘planable 
segment of the mutual security program and to facilitate ready iden- 
tification of the use of contingency funds 

ae . you for being so pave nt. 


Cha 1 Hays of Arkansas. Would you care for your staff mem 
bers to en statements Kasi questions are asked? Would the 
irow light on any fine points in vour statement ? 


Mr. Ketxer. I think we can proceed by answering the questions, 
Mr. Chairman 

Chairman Hays of Arkansas. Will you introduce your staff mem- 
bers. , 

Mr. Ketter. Yes, sir. I have with me on my left Mr. George H. 
Staples, who is the Associate Director, Civil Accounting and Auditing 
Division, who has the re sponsibility for the audit of the International 
Cooperation Administration—the nonmilitary side of the mutual- 
sec oe rity program. 

Mr. Frederick K. Rabel, who has direct responsibility for the 
I¢ ‘A anal under Mr. Staples. 

In addition, I have with me Mr. John Martiny, who is our legis- 
lative attorney assigned to work with this committee. 

Chairman Hays of Arkansas. Mr. Chairman, do you have any 
questions / 

Chairman Gorpon. Mr. Keller, I certainly appreciate your appear 
ing here this morning. I ef ave found your statement very interesting. 
\t this time, Mr. Chairman, I have no questions. 

Chairman Hays of Arkanien: I would like to add my thanks, Mr 
Keller. You have been very helpful to the committee. There are 
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1 or 2 elementary questions. Do you have authority to order changes 
in procedures ¢ 

Mr. Ketuier. No, sir; we do not, not in the field we are talking 
about here. The Comptroller General has authority under the 
Budget and Accounting Act of 1921 and the Budget and Accounting 
Procedures Act of 1950, to prescribe overall principles for accounting 
and to examine and approve the accounting systems of the individual 
agencies. 

When I say “approve” I want to clarify that. We cannot direct 
ICA or any other agency to keep their accounts in a certain way. If 
they are keeping them in accordance with principles and standards 
which we are authorized by the legislation to prescribe, then we ap- 
prove the accounting system of the agency. If they do not, our 
remedy, we might say, is to make a report to the Congress. 

Chairman Hays of Arkansas. Has the substance of your state 
ment today been transmitted to the Government Operations Commit 
tee of the House ? 

Mr. Keuirr. Yes; at their request. 

Chairman Hays of Arkansas. Theoretically, the General Account 
ing Office is responsible to Congress and not to the Executive; that 
is correct, isn’t it? 

Mr. Ketter. Yes, sir. 

Chairman Hays of Arkansas. While the Coraptroller General is 
appointed by the President, he is confirmed by the Senate and is 
regarded as a legislative agent in checking activities of the executive / 

Mr. Kewrer. That is correct, Mr. Chairman. I might add that 
once he is confirmed by the Senate, and his term runs for 15 years. 
he cannot be removed from office except by the Congress and he can- 
not be reappointed. 

Mrs. Keiry. Did I hear it said that the Comptroller General is a 
check on the executive for the legislative ? 

Chairman Hays of Arkansas. Theoretically, he is the agent of th: 
legislative department. 

The procedures with reference to the President’s special fund didn’t 
receive the full treatment that the other funds did, for obvious reasons. 
It wasn’t quite clear to me how you distinguished the procedures on 
the President’s special fund from the scrutiny of the country funds 
otherwise. 

Mr. Kerer. I would like to refer that question to Mr. Staples. 


STATEMENT OF GEORGE H. STAPLES, ASSOCIATE DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Srapres. I didn’t quite understand that. 

Chairman Hays of Arkansas. Let me put it this way: To what ex- 
tent do you apply the scrutiny of the Presidential funds and proce- 
dures that you do on these other funds? 

Mr. Stapres. Precisely the same way. We audit the activities that 
go on in the Presidential fund. It has been fairly recently established. 
1956, but it is subject to the same kind of audit procedure as the ex- 
penditures or operations in a specific country program. 

Chairman Hays of Arkansas. You have not gone into the wisdom 
of particular projects but rather the procedural phases? 
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Mr. Srarzes. That is correct, the implementation, how well they 
are being carried out. Generally we do not direct ourselves to the 
merits of a project as such. 

Mr. Kevier. Mr. Chairman, I want to make our position as clear 
is I can, that we, in no way, in our reports that are made to Congress 
attempt to inject ourselves into the foreign policy field. 

Chairman Hays of Arkansas. I understand that. Thank you. 
Without objection and, I assume this would be proper anyway, we will 
follow the 5-minute rule. Mr. Vorys. 

Mr. Vorys. Mr. Keller, you brought up a lot of material that we 
need to study. I can think of one preliminary comment. Down in 
Bolivia I was present when Mr. Hollister met with the ICA field 
people there and they said, “You have us making so many reports on 
what we do that we don’t have time to do anything.” 

I can see that the elaborate reports which would be needed to carry 
all this out might add to the burden. I also want to say this: Secretary 
Dulles, over in the other body this morning said that illustrative pro- 
grams as a basis for justifications are not compatible with the assur- 
ance of continuity essential to good planning. I think that the execu- 
tive presentation, proposing long-term continuity for the development 
fund and a $300 million Presidential fund is in line with your recom- 
mendations. We will see later whether the whole $300 million is 
receptable to Congress. 

On page 14 you referred to the failure to report on what you call 
the “pipeline of unshipped commodities,’ and the aging of the 
pipeline. 

In your January 9 statement, set forth in the Hardy committee’s 
hearings on page 140, you have this to say on the pipeline business, 
“similar to that contained in the presentation of the Bureau of the 
Budget.” 

Do you mean to say there is a different form of presentation to the 
Bureau of the Budget than there is when it comes to Congress ? 

Mr. Kener. It is my understanding that that information is fur- 
nished to the Bureau of the Budget. We have no indication that it 
is furnished to the congressional committee. 

I would like to point out here that we don’t have first-hand knowl- 
edge of everything that may be given to your committee. You may 
ask for and receive additional information that doesn’t appear in the 
public record. It is my understanding, and you can correct me if I 
1m wrong, Mr. Staples, that the information mentioned by Mr. Vorys 
< given to the Bureau of the Budget, but we do not know that it is 
given to this committee. In fact, we understand it is not. 

Mr. Vorys. You audit the presentations to the Bureau of the 
Budget, apparently, and are familiar with those presentations to 
somewhat the same extent that you are the presentations to Congress. 

Mr. Sraptes. We don’t audit, Mr. Vorys. I don’t think you would 
say we actually audit either one. That would be quite a monumental 
job. We do the best we can to review the program presentation that 
comes up to the Congress on pretty much of a broad selective basis. 
In regard to the presentation of the program that is reviewed by the 
Bureau of the Budget, let’s say we look at that and sort of scrutinize it. 

But since it is not the basic document that comes up to the con- 
gressional committees, we do not give it nearly as mych scrutiny as 
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we try to give to the program presentation that comes up to the co 
gressional committees. 

Mr. Vorys. Here is my broad question, which you may not want to 
answer right at this minute: Since the General Accounting Office is 
sort of in the position of being an independent auditor of both con 
gressional and executive procedures, I wonder whether you think 1 
might not be he lpful to have congressional committees more familiat 
than they are with the presentations to the Bureau of the Budget. 1] 
have in mind, as we have been told by the President, that the Bureau 
of the Budget has reduced the requests $13 billion, I believe, in con 
nection with the present budget. 

I can see some reasons for the tremendous secrecy that surrounds 
proceedings before the Bureau of the Budget. But I also think that 
when we get merely fragmentary information about what happened 
there, and when, as in this instance, we find that more detailed in 
formation apparently is presented to the Budget than is presented to 
the congressional committees, it might be helpful to have Congress 
or its staff more familiar with the presentations to the Budget. 
Would you care to comment on that ? 

Mr. Kevier. In a general way, yes, sir. I am sure you are fa- 
miliar with the fact that the executive branch has considered the 
budget estimates and the data used in formulation of the budget as 
confidential, at least until the time of the presentation of the budget 
to the Congress. 

It has been our experience that after presentation the documenta 
tion is usually accessible. Sometimes we take a look at it beforehand. 
I think it might be helpful to you. 

I cannot answer thie question as to whether the information was 
made available to you. 

Mr. Vorys. That is another quest ion entirely. 

Chairman Hays of Arkansas. Your time is up, Mr. Vorys. 

Mr. Vorys. Just one more comment on that. You mentioned here, 
and we are all familiar with the fact, that the budget estimates and 
justifications presented to this committee and the Congress now are 
based on field studies and field reports that vis ice over a year 
ago. That isalways the case. It seems to me that if the Congress and 
the congre ssional committees, at least that are involved could be more 
familiar with what happens pag that cycle, and the changes i 
programing involved, we coulda act more intelligent ly. 

Mr. Kewier. I agree with that. lL think the more information we 
can all have on the subject is only going to lead to better judg ent 
on the finished product. 

Mr. Vorys. | realize my time is up. 

Chairman Hays of Arkansas. Mr. Carnahan. 

Mr. Carnauwan. Mr. Keller, if 1 understand you correctly, you are 
suggesting that the funds be allocated to or spent under three different 
categories, which might be project funds, nonproject funds, and an 
emergency fund. 

Mr. Ketter. That is substantially correct, Mr. Carnahan. We 
believe that the Congress should give consideration in oe “up 


propriations for mutual security to the plan: able portion and the 
emergency or nonplanable portion. That is, the programs aad pro} 


ects that can be pl unned and ¢ arried out should be documented and 


considered more realistic ally. 
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On the nonplanable side we have emergency situations and it is not 
known in advance what they will be. Our suggestion is that you 
give consideration to appropriating for the planable programs on 
the basis of more detail, and then expect those programs to be ¢ ried 
out and finished up as planned. The emergency situations would | 
handled by a separate appropriation to the President, which, of 
course, would be accounted for. On this basis you would not have 
the two mixed up in one appropriation, which is the situation today. 

Mr. Carnanan. You are suggesting that there be only two cate 
gories, the so-called project funds and the emergency fund, which 
would include that which could not be definitely alloe ated to a specifi 
project ? 

Mr. Keuurr. Substantially, yes. On the planable programs, you 
may want to break it down into any number of categories, like develop- 
ment ont e or defense support. 

Mr. CarnaAnaAn. You would consider that this classification would 
result in a wiser expenditure of the money or merely in simplifying 
accounting ? 

Mr. Krtirr. We think it would result in a better presentation to 
the Congress and ina better expenditure of money. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Hays of Arkansas. Mrs. Bolton. 

Mrs. Bouron. I have no questions, Mr. Chairman, except to say 
that it seems to me to begin with, that this kind of a presentation is 
one of the best things that has happened to this committee. I con 
eratulate the chairman on that seore. 

Chairman Hays of Arkansas. Mr. Zablocki 

Mr. Zantocnt. Thank you, Mr. Chairman. 

Mr. Keller, vour statement was one that provoked much thought 
I have listened to vour statement with much interest. For many 


yeal this committee has bee deeply concerned over the adequacy of 
the information presented bv the executive branch. We have had the 
pl Iblem of trving to get the essential data without havine to sift 
through an impossible amount of voluminous paper work. Some of 
the members w ev recall that the volume of presentation 1 aterial on 
the original foreign-aid leeislation in 1948 was so ereat that if weighed 
LO pounds. Since then there has been a constant « hange with the com 
nittee continually insisting on improvement. We are glad to have 
the In of the General Accounting Office in our efforts to improve 
the pres tation 1 te ial on which we depend to a ‘onsiderable extent 

forming our judement. Iam sure vour views will serve as an ince} 
tive and guide to this committee to further pursue its request of the 
executive de} artment to cdo just what Vou have recommended. That is 
to b rine \ Fuller hd more ce mplete presentati n to this committee. 
Al] members of t! committee have requested a bette presentation 
l { Di 

[ am sure your statement here is going to serve as a guide to all of 


us to really pursue those suggestions. 

In the past the executive department said it was necessary to present 
it on an illustrative basis and it couldn’t be done otherwise because it 
was impossible. Do you agree it would be impossible, if they so 
desired, that they could present a better and more complete picture 
to the committee ? 
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Mr. Ketxer. I certainly think they could, if you adopt the approach 
we have suggested. When you get into the emergency situations, you 
are looking into the future and you are not sure exactly what is going 
to happen. We recognize that. 

Our thought is appropriating for both planable programs and emer- 
gencies in the same appropriation, makes giving more than an illus- 
trative program quite difficult. 

Mr. Zastockt. Mr. Keller, in your statement you refer to your an- 
nual reports on Significant F indings, to the House Committee on 
Appropriations, specifically mentioning the report of June 1955. 
What was your first such annual report? 

Mr. Ketter. To the House Appropriations Committee. I might 
give you a little background on that. Several years ago, and if I 
recall correctly, it was 1954, the House Appropriations Committee 
requested us to submit to them what we considered significant matters 
which we have discovered in the course of our audit of all the agencies 
which in our opinion might be of interest to the Appropr iations Com- 
mittee. The matter may deal with the budget or they may deal with 
an administrative matter—but a matter which the committee might be 
interested in taking up with the agency during the course of the 
hearings. 

Since that time we have submitted a report to the House Appro- 
priations Committee each year. You will note from the appropriation 
hearings our report has been used rather extensively. What we try to 
do is just give a synopsis of the point, and then if the committee wants 
to pursue the matter we will furnish the committee with backup 
information. 

Mr. Zasiockt. Much of your analysis is directed to the arithmetic 
and the statistical side of your presentation. How much consideration 
does your agency give to the foreign policy implications of the pro- 
gram you study? 

Mr. Ketter. None. We feel that is not our field. 

Mr. Zastocki. My question has a purpose. This is the first time 
that the Foreign Affairs Committee has requested you to appear 
before us. As a committee we deal with policy. Although your sug- 
gestions are most helpful, I would want it to be on the record that 
this committee has not been derelict in not requesting your appear- 
ance, because it was the understanding of most of us that you did 
not deal with policy. Some of your dealings must delve into policy; 
isn’t that correct ? 

Mr. Srartes. I am afraid that is quite so, Mr. Zablocki. We don’t 
try to resolve it, that part that deals with policy. We can’t help 
knowing that such-and-such a transaction was based on policy. We 
don’t attempt to resolve a problem based on policy 

Mr. Zasiockt. Perhaps we should have done this a long time ago. 

Mr. Ketter. We are not making any suggestion along that line. I 
want to make that clear. 

Chairman Hays of Arkansas. The chairman suggests that perhaps 
since we will be expected to stay on the floor, we should recess until 
2 o’clock. 

Mrs. Ketiy. Will Mr. Keller be back at 2 o’clock ? 

Chairman Gorpon. Yes. We will have the witnesses come back at 
2 o’clock. 
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Mr. Fuutron. Might I ask Mr. Keller and Mr. Staples to have a 
statement prepared as to the administration of the ICA program in 
Iran. There has been so much publicity and discussion as to mis- 
handling of this program in that area. I would like a definitive 
study by the Office of the Comptroller General of the United States 
on this matter in Iran. 

(The information requested appears in the appendix. ) 

Chairman Hays of Arkansas. The committee will be in recess until 
2 o’clock. 

(Whereupon, at 12: 10 p. m., the committee recessed. ) 
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THURSDAY, MAY 23, 1957 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS 
Washington, D. C. 


The committee met, pursuant to call, at 10:35 a. m., in room G-3, 
the Capitol, Hon. Brooks Hays ( Spe se Sone ate of the 
Whole on Foreign Economic I -olic \ ) presiding. 

Chairman Hays of Arkansas. The committee will come to order, 
please. 

Pursuant to the proposal of our chairman yesterday, the committee 
will now resolve ‘eel into the Committee of the Whole on Foreign 
Economic Policy, and we W il] proceed with the witnesses. 


Do you have any announcements, Mr. Chairman, before we go 


ahead ¢ 

Chairman Gorpon. Thank you, Mr. Chairman. No; I was just 
soing to announce that we will proceed as we did yesterday. Please 
proceed as chairman of the Committee of the W hole. 

Chairman Hays of Arkansas. I assumed you intended for me 
to do that. 

We ar BARE to have 4 members of the Government Operations 
Committee with us; our 4 colleagues serve as members of the sub- 
com mittee chi arge cl \W ith the inves stigation of operations ot the Federal 
Government abroad. 

They have been engaged in a very important study of activities that 
are directly related to the sti udies by our commit ee, 

\t Chairman Gordon’s request they are to make any statement they 
nk would be appropriate for our study. 

The chairman of the subcommittee is the di stinguis!) 1e¢ | membe r from 

irginia, the Honorable Porter Hardy. With him on the majority side 
is Mr. Re uss, of Wisconsin. F rom the other side, Mr. Meader, of Michi- 
van; Mr. Brownson, of Indiana. I have the impression that the party 
livision in this instance is not significant. 

Mr. Hardy, thank you very much for coming. We have been very 
much interested in the report that your subcommittee filed, and are 
erateful to you for the notice you have taken of our committee in con- 

ection with the work you have done. 


STATEMENT OF HON. PORTER HARDY, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Harpy. Thank you, Mr. Chairman. I want to first express 
genuine appreciation to you as chairman of the subcommittee, I sup- 


23 








24 MUTUAL SECURITY ACT OF 1957 


pose you call it a subcommittee, and your chairman, Mr. Gordon, fo: 
inviting us to come over. 

As you have mentioned, there are four members of our subcommittee 
present. Actually we started off with a fifth one, Mr. Knox of Mich- 
igan, but I don’t know what happened to him on the way. 

I want to express my appreciation, Mr. Chairman, for the invita- 
tion to me and other members of our subcommittee to discuss with you 
certain matters relating to the mutual security program that have 
come to our attention in the performance of our responsibilities unde 
the Legislative Reorganization Act. 

After talking to you late yesterday afternoon, Mr. Chairman, I went 
back to the office and put down on paper some observations that I 
thought might be appropriate to make. 

So I have not a prepared statement in the sense that you normally 
have them, but I do have a statement here I shall stick fairly closely 
to. Wecan let the reporter have it, if he would like. 

In carrying out the duties assigned to us by the Legislative Reor- 
ganization Act and the Rules of the House, our subcommittee has tried 
always to assure complete objectivity and to keep in proper perspective 
the distinction between legislative and administrative functions—mak- 
ing sure that our efforts are directed toward promoting economy and 
efficiency in Government, which is our special field. 

We try also to work in complete harmony and cooperation with the 
other committees of the Congress who are concerned with the matters 
under study by us believing that our efforts can be complementary and 
mutually helpful. 

It was for that reason that I invited your chairman, members of 
your committee, or members of your staff, to attend the series of hear- 
ings which we held some time ago concerning ICA’s budget presenta- 
tion. At the direction of our subcommittee, I sent a similar invitation 
to the chairman of the Appropriations Subcommittee having jurisdic- 
tion. 

Mr. Chairman, I might interpose here, I have served during four 
Congresses as the chairman of a subcommittee of the Government vis 
erations Committee, and always we have sought to cooperate closely 
with the legislative committees having jurisdiction in the field of our 
investigative activities. 

I might observe that one of our first matters of interest occurred 
back in the 81st Congress, at the time that the gentleman from West 
Virginia, Mr. Kee, was chairman of this committee. That had to do 
with an investigation we made of the Institute of Inter-American 
Affairs. At that time the distinguished gentleman from eee 
Mr. Mansfield, who is now over in the Senate, was chairman of 
subcommittee of this committee that had jurisdiction. 

We had a very harmonious operational procedure, and indeed held 
some joint committee meetings which worked out to the advantage 
of everybody. 

I was sorry that no members of your committee or your staff were 
able to join us in our recent hearings. Even though there may be 
some slight overlapping in the areas of our jurisdiction, I feel sure 
that by working together we can accomplish much in the interest 
of providing adequate information to the Congress, and in the interest 
of carrying out our respective duties to the people of the United States. 
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It will not be my purpose this morning to discuss in detail the sub- 
ject of budget presentation by the International Cooperation Admin- 
istration. This has been carefully done by our committee and the 
report which we issued last week has been made available to each 
member of your committee. 

I believe also that copies of our hearings have been furnished to 
you. You will find that as a committee, we ‘have been careful to avoid 
policy recommendations which come within the purview of your 
committee. 

We have sought, however, to concern ourselves with administrative 
matters, and with the manner in which the budget is prepared and 
presented because under the Legislative Reorganization Act we do 
have responsibilities in those fields, and because we believe that there 
is need for improvement in these areas in order that Members of the 
Congress generally may be reasonably well informed with respect to 
what has been done in the past and what is planned to be done in the 
future by the ICA, 

1 commend to your attention the subjects which have been specifically 
listed in our last four recommendations found on page 19 of our report. 
Factors supporting these recommendations are discussed in the se 
of the report with greater clarity than I would be able to do orally here. 

As I listened to the President’s TV address the other night, there 
seemed to be a considerable consistency in his presentation with the 
suggestions which we have made for your consideration. 

Think with me for a moment about his separate request for an 
emergency fund. 

In our deliberations, our subcommittee did not concern itself with 
the question of policy involved in having available funds for emer- 
gency use based on political or other considerations. We did call at- 
tention to the need for separation of such funds as “unplannable” 
from other funds which lend themselves to prior planning. 

It seems to me that the President recognized this principle at sev- 
eral points in his presentation, and at the same time acknowledged 
the desirability of prior planning for specific projects in the fields of 
both technical assistance and development assistance. With separate 
funds provided for emergencies, transfers of other funds oan not 
to be necessary. 

It was our recommendation that you consider the wisdom of report- 
ing to the Congress legislation which would go further toward en- 
couraging adequ: ite planning and presentation ‘of the mutual security 
program by further limiting or eliminating the Presidential authority 
to transfer funds. 

You will recognize that such action would have the effect of re- 
quiring ICA to meet emergencies solely from these special funds, or, 
when these funds are gone, to come in to the Congress and explain why 
they need more. Such a course would cer tainly, keep Congress better 
informed and, indeed, might serve the purpose both of reducing the 
number of emergencies which arise and, by providing better informa- 
tion, justify greater congressional support for these programs. 

I think I should call your attention to the fact that if the transfer 
authority is left unchanged, the ICA could divert from programed ac- 
tivities or programed uses almost $350 million. This is in addition 
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to the $300 million specifically requested for emergency use, and would 
in effect make available for this purpose almost $650 million. 

The President has proposed a loan fund to support long-range eco 
nomic development in the so-called underdeveloped countries. He 
has noted that this will result in supplementing the technical assist- 
ance program—which provides the knowledge of skilled people 
with some capital to begin essential investment in roads, dams, rail- 
roads, utilities—the sinews of economic strength. 

It is proposed that in the administration of this fund, priority should 
be given to the most sound and necessary projects. In his budget 
message to the Congress, the President emphasizes again that this fund 
be used to finance “specific projects and programs which give promise 
of contributing to sound development.” These observations by the 
President show clearly that he, too, recognizes that firm information 
based on sound planning is a proper requisite. I think the Congress 
should insist on it. 

The President has said that— 





Development assistance programs are managed as effectively and economicalls 
as possible under the present system * 

This I doubt, Mr. Chairman. Certainly it is « contr ary to our findings. 
Nor can I agree, as seems to be im iplied, that such defects in operations 
as exist are traceable to the requirement of annual appropriations by 
the ¢ ‘OngTess. 

However. the President’s observation that the levels of aid for eac! 
country, presented to the Congress in the past, have been “premature! 
formulated,” is certainly in accord with our conclusions. And his 
suggestion that— 

Countries seeking and meriting our help should take increasing responsibilit) 
for carefully planning the projects which they need and can justify. 
I applaud that observation. 

I take it from the President’s address and from his budget me a ort 
that. this loan fund approach, itbabttutine for the former combination 
of loans and grants, will do away with “prematurely formulated” 
country programs, since it will do away with country programs, as a 


] 


budgetar Vv device. enulrely. 


I would hope, however, that criteria for the administration of these 
loans would inelude the requirement that specifi projects pre posed DY 
foreign countries be related to overall long tern ] lans of their ow . for 
improving their economic positions. In any case, whatever criteria 
are adopted, I trust that ‘hay will be su ymitted for congre sional ap 
proval, and that the ICA will be bound by such submission. 

The President has stated thai sistance from this fund “would 


be provided essentially on a loan iia is.’ IT am not sure what “esse? 
tially,” as he used it, means. If it means that some of this money will 


be used for grants, then it seems essential that the funds be admin 
istered under congressionally approved criteria. 
Otherwise L¢ yA would be provided witha lump sum for orants b ised 


on no presentation to Congress. This is the only situation I can pres 
ently conceive of that would be even worse than the present “illustra 
tive budget,” as a means of informing the Congress or of congressional 
control. 

I believe most of us would agree that, from a psye ‘hological point of 
view, loans are preferable to grants. It Jeaves the borrower with the 
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idea that he has an obligation to repay, and it leaves the American tax- 
payer with the notion that some day he may get the money back. 
There are, however, some very important considerations that we need 
to think about. 

In the first pli ice, our experience with loans to other countries which 
were supposed to be repaid in dollars has not always been good. I 
hesitate to even guess the aggregate amount of loans which have been 
canceled for one reason or another. 

Another factor that I think we have to take into consideration is 
that presumably these loans, if indeed they are repaid at all, would 
probably be repaid in soft currencies of the borrower. This leaves a 
question as to what in the world we will do with the foreign currencies 
accumulated. In fact, we are finding some problem now in the 
cumul; on of credits of foreign currencies. 

Last year as I recall it, we turned back to the Government of Greece 
$225 million worth of United States owned drachmas which had been 
frozen several years ago. This action was taken with congressional 
approval as an anti-inflationary measure. 

I think we might as well anticipate that many of the loans made 
under this program which the President has proposed will eventually 
be turned into grants, whether 1 year, 10 years, or more years from 
now. ‘The Congress and the public ought not to be misled by this pro- 
gram and, unless we require as a condition for a loan as thorough and 
planned justification as we require for an outright grant, Congress 
and the American people are going to be misled. 

The President has stated with that the approximately $4 billion 
requeste “lis “not a mathematical guess or an arbitrary sum,” that it 
is “a reason od figure” and “a minimum figure.” 

Now, I don’t want to question the President’s statement about this, 
but [ must say that from the budget presentation of preceding years 
it has been impossible to determine if the figures requested were “rea- 
soned” or not. If the President’s statement is accurate, it would seem 
that information available to him has been withheld from our subcom- 
mittee, 

Other than commenting upon the total figure, the President did not 
‘concern himself in either his address to the Nation or his message 
to the Congress with the budget presentation itself, but I hope that 
vour committee, and the other committees of the Congress, will con- 
sider the recommendations we have made, in order that the presenta- 
tion may serve not only their needs, but the needs of adequate post- 
audit . ind perhaps more important the need of every Member of 


1] } } : 28 ke ie 
( onoeres Who 1S cAllied pe nto vore, To properly exercise our aufies 


2e- 
cf 


each of us needs a clear understat ding of the program’s objectives, 
accomplishments, failures, and cost. 

Mr. Chairman, person ally I have been ae porter of the philosophy 
of the Mutual Security Act. I have a deep and abiding conviction 
that we could have gotten as much benefit from the Mutual Security 
Act in its past administration with a fraction of the amount that we 
have expended as we have gotten from the whole. 

[ don’t want us to spend $2 in any area or in any activity if $1 will 
do. That is an oversimplified summary of my personal feeling about 
our foreign aid program. 
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Thank you, Mr. Chairman. I don’t know whether other members of 
our committe want to say anything this morning or whether they may 
want to avail themselves of your invitation for some later time. I am 
grateful for the privilege which you have accorded to me. I thank 
you for letting me appear. 

Chairman Hays of Arkansas. Mr. Hardy, before I call on the 
other members of your subcommittee I would like to express on be- 
half of this committee, and I know I speak for them, our profound 
thanks to you for coming. I think you have exhibited a fine spirit. 
It is consistent with your past performance as a Member of Congress. 
We admire and appreciate it. 

You have raised some questions about the relationship of the com- 
mittees. I think this is very helpful. You recognize, as I am sure we 
all do, that there is an ove rlapping j jur isdiction There are two ways 
to meet it. One is to be very precise in drawing the line, and depend 
upon technical rulings as to where jurisdiction lies, when specific ques- 
tions arise. 

And the other is, and I think it is far more important, the settlement 
of those things not on a legalistic basis at all, but on the informal, man- 
to-man basis which leaves us free to discuss these things without the 
inhibitions which go with too much emphasis on jurisdiction. 

I know how you feel from the conversations I have had with you. 
I like your suggestion that the pattern of the Institute of Inter-Ameri- 
can Affairs study might be — that we think more in terms of joint 
hearings. In other words, I gather from what you have said that we 
of the ‘Foreign Affairs Committee should be interested primarily in 
policy; you should be interested primarily in operations? 

Mr. Harpy. That is correct. 

Chairman Hays of Arkansas. But it is impossible to separate the 
two entirely in the determination of legislative decisions, so that one 
way to meet the problem is by formalizing the things that we are 
doing here today, and setting up in the future, until this program be- 
comes more stabilized at least, some joint hearings. 

I didn’t intend to make that such a long question. Do you agree in 
general with what I have said ? 

Mr. Harpy. That I think I would have to agree with entirely. 
There is this aspect of overlapping jurisdiction with which we have to 
be concerned. If you attempt to make a fine line of separation, I don’t 
believe it is legally possible. The Legislative Reorganization Act 
spells out specific duties that are assigned to the Committee on Govern- 
ment Operations. 

T think it was done deliberately, because there are times when legisla- 
tive committees seem to become protagonists for the agencies for which 
they legislate. 

I believe that the Legislative Reorganization Act was drawn in that 
fashion with a deliberate purpose of trying to provide a balance wheel 
insofar as operations are concerned. * 

You won’t ever find, as long as I am chairman of the subcommittee, 
coming out of our subcommittee a report that makes specific policy 
recommendations. Those recommendations are always going to be 
made to the committee that has jurisdiction. 

That was the procedure that I started in the 81st Congress with the 
first investigation of consequence that I had anything to do with, 
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which was the Maritime Administration investigation, which most of 
you will recall. 

We did make specific recommendations to the Committee on Mer- 
chant Marine at that time, and that has been a policy we have pursued 
all along. We will make specific recommendations to the agency with 
respect to operational subjects but not with respect to policy. 

Chairman Hays of Arkansas. Thank you very much 

Now, in the interest of good procedure, I wonder if we should not 
proceed to hear the other statements before the committee members 
direct questions to you. Will you call on them in the proper order? 

Mr. Harpy. I don’t know whether Mr. Brownson as the ranking 
Republican on our committee has any statement that he wants to make 
at this time or whether he would prefer to speak later. 


STATEMENT OF HON. CHARLES B. BROWNSON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF INDIANA 


Mr. Brownson. I do have a brief observation, Mr. Chairman. 

We are very proud of the history of the International Operations 
Subcommittee and of its cooperation with the Committee on Foreign 
Affairs in the past. 

In the 83d Congress, when I was chairman of the subcommittee, we 
were pleased w ith the cooperation extended by your committee, when 
on 1 or 2 occasions I was invited as a representative of the subcom- 
mittee to attend your hearings when you were securing information, 
particularly from the Mutual Security Administration authorities, 
which was most helpful to us in discharging our responsibility for 
analysis of economy and efficiency. 

It certainly has been our objective throughout the entire life of this 
subcommittee to confine ourselves to the tremendous field that is prop- 
erly laid down for us under the Reorganization Act rather than wan- 
dering into any of the even vaster fields of overall policies which are 
the prerog atives of your great committee. 

We feel we have our work cut out for us in the program which is 
properly ours. I personally am very grateful, and I know the whole 
subcommittee is, for this chance to be ‘here with you this morning at 
the invitation of your chairman and to join with you in this considera- 
tion of these budgetary mechanisms and our recommendations for 
perfecting foreign aid programing, which will serve, we believe, to 
make your work as a committee simpler, just as it will make our post- 
audit responsibilities easier to discharge in the future. Our attitude 
is one of helpfulness. 

Chairman Hays of Arkansas. Thank you very much. 

Mr. Brownson. We are proud of this subcommittee report which 
you have before you. I am happy to concur with our chairman’s 
statement. There are many of us in the Congress who have been 
friends of foreign aid in the past who for a period of years have had 
to leave their former positions. In trying to weigh the benefits, not 
as all black against all white but as some things of merit as against 
some things of demerit, we have had to vote against the whole program 
recently. 

On that basis we feel a stronger congressional support for foreign 
aid would undoubtedly result from the type of programing which the 
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chairman has outlined in his statement, and which is included in the 
recommendations on page 19 of our report. 

Chairman Hays of Arkansas. Thank you very much. Mr. Craw- 
ford just called my attention to the fact that Mr. Hardy’s report, the 
fifth report, is before each of the committee members. 

I believe Mr. Reuss has a brief statement that he would like to make. 


STATEMENT OF HON. HENRY S. REUSS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WISCONSIN 


Mr. Reuss. Mr. Chairman, I appreciate the opportunity to be here 
and to be heard at this time in relation to your consideration of for- 
eign aid this year. 

Like all members, I find myself pulled by two opposing forces: the 
duty to uphold our country’s responsibilities to the free world, and 
the pressure for economy and against wasteful expenditures. 

In addition, I have had a particular opportunity, as a member of 
the International Operations Subcommittee of the Committee on Gov- 
ernment Operations, to study such reports as that made earlier this 
year by the General Accounting Office Review of Presentation of Non- 
military Mutual Security Program for Fiscal Year 1957. 

These reports are critical of such foreign aid pract ices of the execu 
tive branch as overprograming, excessive flexibility, inadequate presen- 
tation of the amount of aid in the pipeline. the illustrative presenta- 
tion, and so on. Practices such as these are no doubt in large part 
responsible for the barrier that has increasingly grown up between the 
two branches of our Government most concerned with foreign aid 
the Congress and the executive. 

We hear much debate about whether foreign aid is good or bad, 
whether we should vastly increase it or cut it out altogether. 

A more pertinent Inquiry, it seems to me, is how we can do a more 
effective foreign aid job with the same money, or an equally effec- 
tive job with less money—to do in foreign aid what is known in na- 
tional defense as getting a bigger bang for a buck. 

I should like to suggest two important ways whereby Congress could 
make our foreign aid program work effec tively from the substantive 
standpoint, and at the same time, from the procedurs ul st indpoint, 
eliminate many of the difficulties which have given rise to the Comp- 
troller General's criticism and have tended to drive Congress and the 
Executive off in opposite directions. 

First, let Congress clearly declare its continuing and long-term in- 
terest in developing assistance to countries that want to move for- 
ward. Up to now, congressional authorizations and appropriations 
for foreign aid have been on an annual basis. 

Substantively, this has brought about much waste, for which illus- 
trations are not lacking. The necessity on the part of the Executive of 
committing funds by June 30 or losing them forever tends to produce 
hastily considered allocations and projects rather than well considered 
ones. It is said that the ancient Oriental practice of binding the feet 
of young maidens ultimately makes their feet less useful. I often 
feel that binding foreign aid into 1- -year segments makes less useful 
the entire foreign aid program. 

Procedurally, the annual basis has led the Executive to try to mini- 
mize its restrictive character by trimming and evading by such meth 
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ods as last-minute commitments and overprograming. At the stroke 
of midnight Cinderella’s coach and four was turned into a pumpkin. 
The prospect of seeing their annual appropriations turned into pump- 
kin papers at the stroke of midnight on June 30 has caused our foreign 
aid administrators, with the best will in the world, to commit funds 
with less wisdom than would be the case under a less compressed pro- 
gram, 

The President’s May 21 foreign aid message, recognizing this diffi- 
culty, recommends the setting up of a 3-year - development loan fund, 
with a $500 million appropriation for the first year. This seems to me 
a very definite step in the right direction, although the $500 million 
requested amounts to only about one-quarter of the total nonmilitary 
foreign aid program. I would hope this Congress would not only 
adopt something like the President’s suggestion, but extend the multi- 
year feature to as much of the remaining three-fourths of the mutual 
aid program as possible. 

While such a statement of intent by one Congress could not of course 
bind another, it could have a powerful influence in encouraging longer 
range planning by underdeveloped countries and thereby m: ake pos- 
sible the most effective use of United States funds. Such a declaration 
might also encourage other advanced nations, many of them one-time 
recipients of United States aid themselves—Britain, France, Ger- 
many, and others—to join fully with us in our aid activities. The en- 
couragement of such cooperation is a very practical way of keeping 
our programs within reasonable financial limits. 

Second, a Congress, instead of authorizing billions just as aid, 
specify as much as possible particular objectives in particular coun- 
tries. If cha very limited aid which we are able to give is splattered 
all over the world, rather than concentrated on a selected number of 
programs and projects, it tends to get very diluted, both in terms of 
the benefits conferred to the recipient and in terms of understanding 
by the American public of what our dollars are doing. 

One of the most successful and dramatic features of our foreign 
aid has been the $100 million industrial productivity fund for Europe 
set up by the so-called Moody amendment to the foreign aid legisla- 
tion in 1953. This $100 million loan fund has ricocheted ever since, 
and has contributed impressively to the revolution in Western Euro- 
pean technology which is now occurring. Congress could well afford 
to remember that the Moody amendment was resisted by the executive 
branch as a limitation on freedom of action. 

The President’s request in his May 21 message for a massive anti- 
malaria campaign is a welcome example of another project, which 
can get results by confining its range to a measurable compass. But 
how about incorporating some other “must” projects in this year’s 
legislation—such as technological education, agricultural credit, land 
reform, improved tax collection and administration ? 

Many are critical, and rightly so, of the administration’s “illustra- 
tive” method of presentation, whereby what it brings to the Congress 
as its program may bear little relationship to what it actually “does 
when it gets the money. <A specification by Congress of specific pro- 
grams will narrow the area of “illustrative” fudge. 

If this year’s foreign aid legislation can adopt these two principles: 
continuity of program and limitation of goals—our foreign aid can do 
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more with less money, and can be better understood by the American 
people. The adoption of the two principles would, of course, require 
some vision and daring by Congress. But I would hope that by adopt- 
ing them we could then’ have a foreign aid program that Congress 
could believe in and could explain to our people. 

Thank you very much, Mr. Chairman. 

Mr. Harpy. Mr. Meader is the other member of our committee pres- 
ent. Maybe he hasa statement. 


STATEMENT OF HON. GEORGE MEADER, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 


Mr. Meaper. Mr. Chairman, I don’t care to add too much to what 
has been said. I subscribe to the statement submitted by our chairman. 

I would only like to add that I have served on this subcommittee, 
which was first organized in its present form in the 83d Congress, 
with Mr. Brownson as its chairman, and in the two succeeding Con- 
gresses under Mr. Hardy, and that every report that our sabcommittee 
has made has been a unanimous report. 

Each report has been unanimously accepted by the full Govern- 
ment Operations Committee. We have acted in a completely non- 
partisan fashion, and have tried to be objective and factual in our 
inquiries into the performance of Government agencies. 

In the particular subject that you are considering this morning it 
seems to me we might emphasize that it is very difficult to judge 
performance when you have no firm standard against which to judge 
it. The promises of the International Cooperation Administration 
are fuzzy, nebulous, and vague. Thus, it is almost impossible, in a 
review of its operations, to determine economy and efficiency, to tell 
whether they have done what they said they were going to do or not. 
That is why, it seems to me, this matter of budget presentation is 
fundamental, not only for the determination of policy and the formula- 
tion of a program, instructing an agency of the executive branch 
to carry it out, but it is also important in determining the amount of 
money that the job requires. Then it is equally important in seeing 
whether or not the agency has done what Congress has told them to do. 

Chairman Hays of Arkansas. Thank you ver ymuch. Again, speak- 
ing for the committee, I would like to add my thanks to our three 
colleagues who have followed Chairman Hardy. 

I know that this is greatly appreciated by the members of the 
Foreign Affairs Committee. This is one of the most helpful sessions 
we have ever had. 

I assume, and J will assume without objection, we will proceed under 
the 5-minute rule, and we may address our questions to any 1 of our 4 
colleagues. We will begin at the other end of the table. Mr. Bentley 

Mr. Bentiey. Mr. Chairman, we down here at the “South Pole” 
appreciate the opportunity of getting the first opportunity to question 
witnesses once in a while. I want to thank you for that. 

I want to say I enjoyed the presentation of the four members of 
the subcommittee very much. I am sure that it will contribute to our 
understanding of this program. I would like to ask some questions 
with respect to the recommendations on pages 18 and 19 of the com- 


mittee’s report of last week. 
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I haven’t had the time to read the entire report, but I have looked 
over the recommendations rather quickly. The final four recom- 
mendations, gentlemen, on page 19—I might as well address this to 
Mr. Hardy as well as anyone else—on the fourth recommendation 
you say: 

Insuring that the budget presentation be firm, rather than “illustrative,” 
either by appropriating funds on a country or project basis, or through incor- 
poration of the budget proposal by reference into the appropriation act so that 
it constitutes a limitation on expenditures by the agency. 

Mr. Hardy, could you explain that a little bit more, perhaps? 

Mr. Harpy. I can explain what we had in mind probably better by 
referring to practices that are followed in some other authorizing 
and appropriating procedures. 

I am also a member of the Committee on Armed Services. At the 
present time we have under consideration an authorizing bill for mili- 
tary construction. That bill is built up on the basis of individual items, 
It outlines exactly what the agency is intending to do, where a project 
1s spec ific and plannable. 

There are, of course even in the military construction program 
certain areas In which complete planning is not possible, particularly 
in overseas areas. And in such cases, where they are not plannable, 
there is some general discretion provided, but even in those cases the 
specific authority rests with the committee and they have to come back 
to the committee. 

The point I was getting at is simply this, and the committee recom- 
mended, that where projects are plannable they ought to be specific. 
They ought to show how much has been spent on a project or program, 
how much is anticipated will be required for the future, where it is 
a tangible sort of thing. 

There are plenty of items submitted in the so-called project book. 
We reviewed the project book that you had last year. It doesn’t give 
any information that is of real significance in determining how long 
you are going to be involved in a particul: ur project. Neither can you 

‘eally determine the validity of a program or project listed in that book 
ations you go beyond the book itself. Maybe you do in your committee. 

The flexible authority that ICA now has enables them to submit 
that kind of presentation and then completely ignore it in administra- 
tion. This procedure doesn’t give the Congress any opportunity to 
look at the thing after the fact and see how well they have carried out 
the projects. 

Mr. Bentiey. Your feeling is that the budget presentation by the 
ICA should spell out these funds on either a country or project basis, 
and the agency should be required to either adhere to its original 
presentation or come back to this committee or the Appropri ations 
Committee and ask specific permission to change their original pres- 
entation, if required ¢ 

Mr. Harpy. That is exactly the point. Other agencies of the Gov- 
ernment do exactly that. I don’t see why ICA should not do it. 

Their areas aren’t any more difficult. They have had people work- 
ing in the recipient countries for a period of time. It would have been 
difficult in the beginning, but it ought not to be difficult now. 

Mr. Bentiey. On recommendation No. 2 on the same page, “Limit- 
ing the broad power of the President to transfer funds from the 
‘planned’ portion of the mutual security program to ‘emergency’ pur- 
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poses,” the recommendation of the GAO, as I recall it in the testimony 
yesterday, was that a separate fund be set up for emergency purposes, 
and that all emergency occasions that arose be met pretty much out 
of that fund and that the planned part of the program which could be 
foreseen be kept separate. 

The recommendation, as I understand it, is to limit the authority 
to take money out of the planned part of the program and put it into 
the emergency part of the program in case some emergency should 
arise. 

I would assume that that recommendation would apply similarly. 
For example, at the end of the fiscal year if they had unspent funds 
in the emergency part of the program, you would not want to see them 
take funds out of the emergency part of the program and put it into 
some planned part of the program ? 

Mr. Harpy. I certainly would not. 

That is a personal reaction. These matters are recommendations 
that we have made to this committee and to the Appropriations Com- 
mittee which will be considering similar matters. 

We don’t profess to have all the answers to these things. We know 
that there are certain phases of them that you will be in a better 
position to develop than we did in the course of pursuing administra- 
tive operations. 

You have put vour finger exactly on the thought that we had, and 
the thought which T believe was fully supported and subscribed to by 
the President himself in the TV message the other night. 

Mr. Bentiey. Thank you very much. J know your report in the 
hearings we will have will be very helpful to us. 

Chairman Hays of Arkansas. Mr. Farbstein. 

Mr. Farestetn. Thank vou. Mr. Chairman. I suppose I could 
direct my question to Mr. Hardy as well as anyone. He can divide it 
around if he sees fit. 

The impression that I got from the General Accounting Office was 
that the supervision of the moneys that were expended by ICA was 
rather loose. 

Have you at all thought about the possibility of getting any tech- 
nical assistants attached to your subcommittee or to one of the com- 
mittees of this group to oversee expenditures from one standpoint, and 
from the second standpoint to discuss projects before they are adopted ? 

Mr. Harpy. We have explored that. Frankly, I think we would be 
cetting out of our field to undertake to do that. We would be getting 
into the field of administration that IT don’t believe either we or vour 
committee wants to undertake. 

Certainly the Congress has a responsibility for approving a specific 
area or a specific program before it may be put into effect. Sut after 
those programs have been established and approved, I think that we 
have given to the administration the responsibility for carrying those 
programs out. 

T don’t believe we ought to take on administrative responsibility by 
looking over their shoulders to see how they do carry them out. T 
think we have a perfect right and a responsibility to come back after 
they have performed and point out their shortcomings and their 
inadequacies and require that they correct those inadequacies 
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Mr. Farestern. My thought or idea evidently hasn’t been made clear 
enough. I don’t envision looking over anyone’s shoulder to see 
whether or not the project is properly carried out. 

But as to the advisability of undertaking the project is what I 
had in mind. Let’s take, for instance, the Aswan Dam. There was 
a question as to whether or not that was something that was advisable 
even to be undertaken. We assumed that the President and the Sec- 
retary of State determined that that was a feasible project. Upon 
this determination they said they were going to make certain loans 
and grants, 

Mr. Harpy. You have put your finger, and I think maybe [ under- 
stand now what your thought was there, on a very crucial part of this 
whole business. I don’t think it is up to us to pass on that, except from 
the standpoint of making a determination from the engineering data 
that the agency itself has assembled. 

Maybe we would want to do that or we certainly ought to require 
assurances that the feasibilities have been determined, unless you are 
going to make funds available for such a project on a purely political 
basis, 

[f that is done, then I think the Congress ought to know it and we 
ought not be misled into feeling that a project is a feasible project, 
that is done as an economic project if it is done purely for the purpose 
of accomplishing some political objective. 

[ think that is the key to the question that you have raised. 

Mr. Faresrery. Would you suggest, therefore, or do you have 
any opinion as to whether or not there should be some technical staff 
attached to either your committee or to this committee so that before 
a project is undertaken that two groups of men will view this, rather 
than one that m: iv have an interest in carrying outa projec t¢ 

Mr. Harpy. I don’t believe frankly that the committees of Congress 
have that kind of responsibility, to keep those technical people for 
a preview of those projects. We don’t do it with respect to reclamation 
projects in this country. We don’t do it with respect to civil func- 
tions of the Army engineers. We do require those administrative 
agencies to provide us with assurances that they have determined the 
feasibility. We don’t do that with respect to foreign aid projects. 

[ can’t comment too much about the Aswan Dam, but I can talk a 
little bit about the Karaj Dam in Iran. There was such a conflict of 
the engineering data that the agency didn’t have any way to determine 
its feasibility. 

Chairman Hays of Arkansas. Mrs. Church. 

Mrs. Cuurcn. Mr. Hardy and members of the committee: I never 
come in contact with the work of the Government Operations Com- 
mittee without feeling a bit homesick. 

I think you have achieved a magnificent bit of work and produced 
a good report. I would like to call Mr. Hardy’s attention, if I may, 
to two statements in the recommendations, and then ask a question. 

The first one deals with the last sentence of paragraph 2 of the rec- 
ommendations on page 18: 

Such data should clearly indicate how long these funds have been available, and 
the extent to which they have been carried over from 1 year’s appropriation to 
another. 
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The question and observation is suggested by that sentence, Mr. 
Hardy. It has been my own feeling, concerning the administration of 
the ICA program, that it had two notable weaknesses. One is the ac- 
cumulation of appropriations long ago made, on authorizations equally 
long ago made, which are never seemingly transferred to meet current 
needs. 

I wonder if your committee went into the question of those unused 
funds. Mr. Chairman. is it $6.6 billion? Is that the figure for the 
moneys appropriated and not used from prior appropriations ? 

Chairman Hays of Arkansas. It is six and a fraction. 

Mrs. Cuurcn. Maybe the staff could tell us. It is around $6 billion. 

Mr. Harpy. We did not, Mrs. Church, go into the question of the 
amounts of these items. We did go into the question of the practice, 
and the fact that they don’t give the C ongress any information. 

You have to get that figure on the total outstanding authorization, 
which doesn’t give you any indication at all as to what it is ob ligated 
for or what it is subobligated for, or whether it will ever be used for the 
purposes for which it was originally intended. 

That is related to the same point that was raised by our colleague, 
Mr. Bentley, a moment ago. If your budget presentation carried in- 
formation about the amount of authorization which would apply to 
a particular project or a particular program, maybe not project but a 
program, in prior years, the amount that had been expended under that 
and the amount that had been obligated, you would have something 
before your committee when you consider a new request that would 
have some significance and some value to you. 

For them to say that it is not feasible or is impossible is pure poppy- 
cock. The Defense Department does it with a budget that is just as 
big or bieger than theirs on not too dissimilar matters. 

Mrs. Cuurcn. Why do you think they say that they cannot do it? 

Mr. Harpy. They have told us that it presented an administrative 
problem that they couldn’t meet. I simply don’t believe it. 

Mrs. Cutrcu. My second fear has been that because of the size of 
the program we permit decisions to be made by people, through the 
delegation of power, at a level where they have neither insight nor 
fitness to make the decisions. 

Did you deal with that problem at all? 

Mr. Harpy. That is another problem that we didn’t get into to any 
great extent. I don’t believe we have any conclusion in connection 
with it. 

We do have a comment. for instance, on the delegation of authority 
with respect to military aid funds from the President to the Secretary 
of State to the Director of ICA and by him down to subordinates: 
goodness knows how far down it goes. 

We have this information which is not included in our report but 
which did come out in the trin to Latin America a vear before last, 
that you had some minor employee in ICA telling the military that 
they couldn’t have a spec “ific quantity of small arms ammunition. 

If you will tell me what in the world they know about it—it is too 
sillv to even talk about. 

Mrs. Cuvrcnu. You think definitely, Mr. Hardy, that there are 
points at which we could have the presentation, the programing and 
the administration ? 
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Mr. Harpy. I think definitely there is a lot of improvement that 
is needed, and it can be accomplished without any great hardship on 
anybody. 

Mrs. Cuurcu. Would you not think that it was incumbent upon 
this committee and the Congress to see that this be done? 

Mr. Harpy. We made those recommendations in the hope that you 
would feel that way about it. 

Chairman Hays of Arkansas. Mr. Coffin. 

Mr. Corrin. Mr. Chairman, I find this session very informative. I 
want to commend Mr. Hardy’s committee for the work they have done 
in this important field. 

I have some questions in the realm of mechanics that I would like 
to ask. One is whether you think it is practicable to expect ICA to 
approach the problem using these recommendations this year? Could 
they tool up administratively to present a type of line-budgeting ap- 
proach that you have explained ? 

Mr. Harpy. As far as accomplishing it this year is concerned, I 
don’t know. They certainly have enough information that they could 
accomplish a great deal of it. How much I would have to leave open. 

As a matter of fact, when I transmitted a copy of this report to Mr. 
Hollister, I asked him to indicate to us the extent to which he thought 
he would be able to implement the administrative recommendations 
that we have made this year. 

Mr. Corrin. Did you get a reply ? 

Mr. Harpy. I haven’t gotten a reply, which reminds me that dur- 
ing the course of our hearings we asked for a copy of his reply to the 
GAO, I believe, at least we discussed it. 

I want to express appreciation, Mr. Chairman, to you for that be- 
cause one of our boys picked up a copy over here yesterday. 

Mr. Corrtn. Do you think this approach would involve more per- 
sonnel in ICA ? 

Mr. Harpy. I can’t answer that. We haven’t made any detailed 
study of their personnel, their staffing. It would provide them with 
an excuse to ask for more. But I am not at all sure that it would be 
necessary. 

GAO would probably be in a better position to comment on that 
than we are. 

Mr. Corrtn. Would it involve, if these recommendations were im- 
plemented completely, a different type of bill, legislative vehicle? 

Mr. Harpy. Frankly, we didn’t even explore that. Immediately, 
I don’t see any reason why it should. 

Mr. Corrrn. As long as the thinking and the documentation were 
broken down in the report. 

Mr. Harpy. The appropriations bill doesn’t carry details. They 
are carried in the report, and they are carried in the presentation books 
that are submitted by the agency to the Appropriations Committee. 

3ut they are binding on the agency after they are submitted, and are 
the basis for the funds which are appropriated in more or less a lump 
arrangement. That is the type of thing that I believe could be worked 
out without any serious complications. 

Mr. Corrtn. You said in your major presentation that many of the 
defects you have noted were not attributable to the year-to-year basis 
for appropriating. 
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I wondered if you had any comment with regard to some of the 
things Mr. Reuss said in favor of the long-term approach ? 

Mr. Harpy. I would rather not get “into that. That gets a little 
bit into the question of individual thinking rather than into a question 
of our committee activity, which we are more or less concerned with 
at the moment. 

Mr. Corrin. Thank you, Mr. Chairman. 

Chairman Hays of Arkansas. Mr. LeCompte. 

Mr. LeComrre. Thank you, Mr. Chairman. I must say that I have 
not had an opportunity to read the report of the C ommittee on Gov- 
ernment Operations. I think it is going to be very helpful to all of us. 
I can commend the committee for coming here in such a fine spirit to 
help the Committee on Foreign Affairs, not to find fault with what we 
have done, but to see if you can lend some aid. 

I have only one question. I wondered if you had found in your 
studies that it seemed to you, as it has to me sometimes, that the ICA 
plans tremendous projects, like the Aswan Dam, or the dam and irri- 
gation project on the Jordan River, without any authorization from 
Congress, except the genera] authorization to spend the money ¢ 

Mr. Harpy. That is the situation. Maybe Mr. Meader would want 
to comment on that. 

Mr. LeCompre. I just directed my question to anyone who would 
want to answer. 

Chairman Hays of Arkansas. Do you want to comment on that? 

Mr. Mraper. Iam not sure I understand the question. 

Mr. LeComrte. I don’t know if I make myself very clear. I might 
say that I had a meeting with some folks out in Iowa a year or two ago 
and the question of the Aswan Dam was mentioned. The speaker who 
was there mentioned that the Aswan Dam program was underway. I, 
at the close of the meeting said, “That won’t be undertaken without 
an authorization from Congress, certainly.” If you try to get a 

75,000 post office you have to get an authorization, and ‘besides, an 
smprepristion. I said, “That is unthinkable. that the ICA would pro- 
ceed without referring a project of that size to Congress in any way. 
But I came to find out that I was entirely wrong. They did. Then 
afterward abandoned it without saying anything to Congress. 

Mr. Harpy. That, of course, Mr. LeCompte, is a product of this 
illustrative approach. They don’t make any pretense that the pro- 
grams and projects that they present to this committee or the Appro- 
priations Committee are the ones that they are going to carry out. 
They have a broad authority. They say, “This is the kind of thing 
we are going to do.” Having given them that authority, we don’t 
have any right to countermand anything they have done. That is one 
of the things our committee objected to. 

Mr. LeCompre. I have no further questions. 

Chairman Hays of Arkansas. Mr. Fountain. 

Mr. Fountain. Mr. Chairman, I regret that circumstances beyond 
my control made it impossible for me to hear the statements of Mr. 
Hardy, Mr. Brownson, Mr. Reuss, and Mr. Meader, all very able, 
well-informed and highly respected members of the Government Op- 
erations Committee, which I have the honor of serving on. I am not 
a member of their particular subcommittee but I am familiar with the 
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report of the Hardy subcommittee with which I concurred when it was 
considered and acted upon by the full committee. 

I have just two questions. Mr. Hardy, is it not true that your 
report was unanimously concurred in by the Government Operations 
Committee 

Mr. Harpy. That is correct. 

Mr. Founrarn. Secondly, what response have you had from the 
ICA with respect io the recommendations contained herein ? 

Mr. Harpy. We have received no reply from ICA. I don’t want to 
get too far into that here, because there is some little question about 
the extent to which ICA might have liked to comment before the report 
was issued. We did submit it to them just as soon as we had it mimeo- 
graphed in virtually final fashion. We didn’t give them as much time 
as we would have liked to have given before the regular meeting of 
the full committee at which the report had to be considered. 

So the ICA declined to make any comment, although they had 
studied the report from Friday night until the following Tuesday. 
We have, since adoption of the report by the full committee, transmit- 
ted a copy to them and they have been asked to comment officially. 

Mr. Fountain. Do you know when the report was transmitted to 
them by the full committee? 4 

Mr. Harpy. The printed copy was not transmitted to them until, I 
believe, Tuesday of this week. Let me say that a printed copy was 
transmitted to them on May 20. A mimeographed copy was trans- 
mitted to them on Friday, about the 10th or 11th. 

Mr. Fountarn. That is all, Mr. Chairman. 

Chairman Hays of Arkansas. Mr. Jackson, 

Mr. Jackson. Mr. Chairman, I should like to join with my colleagues 
on this committee in expressing our thanks and appreciation to the 
members of the Government Operations Committee. I would like to 
say that I could not be in more thorough accord with the recommenda- 
tions you set forth here. I think they will be of tremendous help to us 
in trying to assess—and I use the words “trying to assess” with some 
emphasis—some of the programs we will be confronted with here 
in the very near future. This is the time of year that I yearn for the 
further reaches of Patagonia. 

I don’t know where the Department came up with the statistics 
which indicate that 90 percent of the American people are for the 
foreign aid program. They don’t live in my district; although they 
may live in somebody else’s district. 

We do have a great responsibility. I think everyone recognizes 
the responsibility we have to do as intelligent a job as is possible under 
the existing circumstances and to make provision for certain of these 
things that have to be done. 

I have no specific questions, Mr. Chairman. I do think that this 
interchange of ideas between committees and subcommittees of the 
Congress which are dealing with these matters on a day-to-day basis 
are mutually beneficial and do a great deal to forward the common 
purpose which we are all trying to accomplish. I congratulate the 
members of the subcommittee for the splendid report. I have only had 
a chance to go over it briefly. I certainly say as to the recommenda- 
tions that I think we would be very well advised to implement them 
in our subsequent study of the legislation. Thank you. 

Chairman Hays of Arkansas. Mr. Pilcher. 
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Mr. Pivcuer. Thank you, Mr. Chairman. I just want to join the 
rest of my colleagues in appreciation to our four colleagues for com- 
ing over this morning. I want to state I am in thorough accord 
with this committee’s report. I think this report and Mr. Keller’s 
statement of the GAO position will be most helpful to the committee. 

Unless we do put this in line with some of these recommendations 
we are going to have trouble passing any kind of a mutual security 
bill at this session. 

Chairman Hays of Arkansas. Mr. Fulton. 

Mr. Furron. No questions. I do think they have done a good job 
on this subcommittee. I am glad to have them here. 

Chairman Hays of Arkansas. Mr. Selden. 

Mr. Sextpen. Thank you, Mr. Chairman. I also want to commend 
the committee for the constructive job they have accomplished. This 
committee is often told that the failure of Congress to authorize and 
appropriate funds for the mutual security program causes last-minute 
and ill-advised efforts to program funds at the end of the fiscal year. 

In your study did you find that to be the case, or did you find that 
sometimes ICA has asked for more funds than they needed ? 

Mr. Harpy. I hardly know how to comment on that except to say 
this, that, frankly, I think there is very little factual support for the 
specific figure of funds that they ask for. If their requests were based 
on an accumulation of budget requests from the field that were based 
on some definite program, you would have something to rely on. 
It isn’t. 

And notwithstanding the President’s observation, as I have said in 
my statement awhile ago, if there is in fact any reasonable basis for 
the amount that has been asked for in any recent year, our subcom- 
mittee has not been able to dig it out. And in spite of all the effort 
we have made to get the information from ICA which would give 
us a basis for finding it was reasonable, we haven’t been able to get it. 

If the President has it, he has something we couldn’t get. 

Mr. Brownson. Mr. Chairman, that leads to the greatest frustra- 
tion that we have experienced on this subcommittee. That is the frus- 
tration of being charged, to a certain extent, with the responsibility 
of determining that the final foreign aid product has been con- 
structed with economy and efficiency. In order to make that determi- 
nation we have to compare the product with the pattern, and when the 
pattern has been cut out of a cloud by the ICA, it is rather difficult to 
see if the two fit together. That is exactly why we got into this field 
of programing by ICA. 

I think that is essentially what the gentleman from Alabama is ask- 
ing about. We can’t actually tell, to the best of my judgment, whether 
ICA is asking for too much money or not because we haven’t been able 
to pin them down on the scope of their original plan. 

Mr. Sevven. Did you find out that most of the money was obligated 
before the end of the year ? 

Mr. Brownson. We found that they turned out the quota of authori- 
zations most expeditiously during the month of June. 

Chairman Hays of Arkansas. Mr. Smith. 

Mr. Smirn. Did your committee have occasion to investigate the 
various programs, Mr. Hardy, under ICA? 

Mr. Harpy. We have before us now GAO reports on several of the 
programs. We are giving consideration to those. There are some 
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specifics that we will probably get into. The only specific country 
program that we have been concerned with in detail, and issued a 
report on, is Iran. 

Mr. Fuuron. Would the gentleman yield, Mr. Smith ? 

Mr. Smiru. Yes. 

Mr. Fuuron. I have asked Mr. Keller of the Office of the Comptrol- 
ler General to come up with an answer to the subcommittee report and 
give us a definitive study of the procedures used in the program in 
Iran. Lasked for that yesterday. 

Mr. Harpy. Our report had as its starting point an audit report of 
the General Accounting Office. That was the platform from which 
we took off. Since you have mentioned this Iran thing, maybe I 
ought to add just one point, since Mr. Fulton has raised the question 
about the basis there. 

After we concluded our report, and this also has a relationship to 
the question raised by Mr. Selden, we heard that ICA had in its own 
files an audit report, a comprehensive audit report on the Iranian pro- 
gram that was conducted back in 1955. We requested a copy of that 
report. We had a tough time getting it. We didn’t get it until we 
got Mr. Hollister, Mr. Henderson, and Mr. Murphy together for a 
little private discussion. At that discussion Mr. Hollister agreed that 
there was little basis for concealing that report from Congress any 
longer. In fact, he said that he didn’t know it existed. That hap- 
pened early this year. I think it was January or February. It was 
shortly after the Lranian report had been issued. He didn’t know it 
had been issued. He said that if the report was a complete report, he 
saw no need of concealing it from us. He made it available. 

It was a report that had been filed by ICA’s own auditors in De- 
cember of 1955. If you will get that report and refer to it, you will 
find support for virtually every recommendation in the report we 
made on Iran. I don’t believe you will need anything further from 
the GAO if you will get that. 

Mr. Fuiron. We might ask for a statement then from the ICA, 
which I now request. 

Mr. Harpy. If you don’t ask for that specifically, you won’t get it. 

Mr. Smirn. Where does the difficulty rest? Is it administratively 
downtown, or is it in the field, or where is it? 

Mr. Harpy. I think it is both. I think there have been some im- 
provements made. I don’t want to leave the impression that they 
arean's made some improvements. But they have so far to go that the 
improvements are just infinitesimal. They resist suggestions. They 
‘an’t see their shortcomings. If you draw a picture of them, they 
want to argue about them. 

Mr. Smiru. Unless improvements are made, the programs are going 
down the drain ¢ 

Mr. Harpy. That is exactly correct. I hate to see that, because I 
think some of this foreign aid is to our advantage. Unless we put it 
on the proper basis, I tell you the truth, I don’t know that I can justify 
my own position, with the knowledge that I have of the manner in 
which these programs have been administered, I don’t know if T can 
support the President’s request. Frankly, I don’t think I can in the 
amount he asks for. 
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Mr. Reuss. May I add a word to what Mr. Hardy just said? Iam 
pretty close to the door if I have to get out quickly after making this 
addendum. 

I think a major part of the responsibility, of course, rests on the 
shoulders of the ICA both in the field and in Washington. However, 
I do think, and my remarks were designed to spell this out, that a part 
of the 1 esponsibility 1 ests upon us in Congress, in that, by and large, 
and at ther isk of over-simplification, what we do is say, “Here is about 
$2 billion or $4 billion. Spend it on foreign aid.” 

I think we in Congress need to state with greater particularity just 
what our goals are and how we want those goals carried out. 

Let me say I am delighted to see that the committee print which you 
start your deliberations with goes a good long way in that direction. 

Mr. Sairu. I would like to say in response to that, Henry, that 
many of us have tried to get information. It is very much the same 
effort that you have been attempting to make, and yet we find ourselves 
at the end of the hearings and about ready to mark up the bill utterly 
confused. 

Mr. Harpy. I just want to add this. Ithink Henry’s point is a valid 
one. The responsibility is partly ours. I am not talking about your 
committee; I am talking about the Congress. We have given them 
authority. We have not required them to come up with specifics. We 
have granted them too much authority. 

Frankly, I am just getting a little tired with going along with the 
blank check, especially when we can’t find out after the fact what they 
have done. 

Chairman Hays of Arkansas. Mr. Hays. 

Mr. Hays of Ohio. Thank you, Mr. Chairman. I, too, want to con- 
gratulate this committee on their work. I want to say to you that when 
your report on Iran came out that some newspaperman called me and 
wanted to know if I thought you were trespassing on the jurisdiction 
of the Foreign Affairs Committee. I suppose because my statement 
wasn’t sensational enough I never saw it in print. I said that I was 
unable to determine who was trespassing in many of the cases on juris- 
diction. But, in any event, you were doing a job that needed to be 
done that the Foreign Affairs Committee up-to-date hadn’t done. I 
was glad that somebody had undertaken to do the job. 

I don’t know whether the Iranian situation would come under Mr. 
Brook Hays’ committee. I suppose it would, which has to do with 
technical and economic assistance, but certainly some of it, the ade- 
quacy of the personnel, would come under my own subcommittee. I 
can only apologize by saying that I have only been chairman of it since 
the first of the year. I hx ype to look into some of those things in time. 

I have no critical questions at all. I do have a couple of questions 
just for the edification of the Foreign Affairs Committee. I sit on, 
as you know, and have been since I have been in C ongress, the com- 
mittee that allocates funds to other committees. Every time your 
committee has come in since I have had experience with it in my first 
year that I was here, and briefly with one of your subcommittees as 
a member of it, I have known what kind of work they have done. I 
have been very much in favor of it. I have always fought for your 
budget that you came in with and justified. 
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Just for the edification of this committee, how much of a staff do 
you have? 

Mr. Harpy. I have 3 men and 2 girls. 

Mr. Hays of Ohio. That is for the subcommittee ? 

Mr. Harpy. Yes. I can’t speak for the total committee. 

Mr. Hays of Ohio. Do you happen to know what your total budget 
for your committee was this year? 

Mr. Harpy. For my subcommittee? 

Mr. Hays of Ohio. For the entire committee. 

Mr. Harpy. No, I don’t. 

Mr. Hays of Ohio. I am speaking from memory, but I believe it 
was $950,000. 

Mr. Brownson. Very close to a million dollars, under Chairman 
Dawson. 

Mr. Hays of Ohio. I think our budget is $50,000. And how are 
we going to get the information from these folks. I have supported 
this program for 8 years. But I have done it, as you say, in the dark, 
voting a blank check, and they have never come in with any specified 
approach. I have gotten a lot of mail critical of foreign : aid. 

I have simply made the commitment that unless they come in and 
tell me in advance that they are going to use it on constructive pro- 
grams, and spell it out, I am not going to support a nickel for them. 

Chairman Hays of Arkansas. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. It is certainly good to 
have this cooperation between committees, Mr. Chairman. We have 
tried to get it for a long time. 

It is a very great pleasure to have you here. I personally hope we 
will have the similar pleasure in attending some of your meetings. 

Mr. Harpy. I hope that you will, Mrs. Bolton. 

Mrs. Bouron. Mr. Hardy, you said that you had hesitated to guess 
what loans, and so forth, had been repaid. Is that out of your field ? 
Apparently it must be. 

Mr. Harpy. I don’t have any accurate information on it. It prob- 
ably would be in our field, but we have just never gotten around to 
assemblying it. 

Mrs. Boiron. There is a lot in the foreign grants and credit pam- 
phlet. There is some in the hearings that we had here. I was not here 
when they were taken but it was the Subcommittee on Foreign Eco- 
nomic Policy which held hearings on March 18 and 19. There is the 
colloquy between Mr. Vorys and Mr. Humphrey which would seem 
pertinent should this interest you. 

Mr. Harpy. We have not assembled those figures. 

Mrs. Bouron. In saying that a department has made some changes, 
in how much detail do you mean that ? 

Mr. Harpy. I think that depends pretty much on how much detail 
a committee is prepared to consider. If you have a specified line-item 
authorization, of course, you have a certain limited amount of flexi- 
bility in that. They do in all the agencies. It is comparatively limited. 
If they want to substitute an authorization from one project to an- 
other, frankly, I think they ought to start over 

Mrs. Borron. Yes, such substitution would indeed be a big thing. 
But when an agency has a project in hand, it is a new project, and it 
has estimated that it will take so many people in the Foreign Service, 
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they are the alien officers, too, the employees, if they get out there and 
find that they can do with two less aliens or take someone from one place 
and put him in another, must they come back to the Congress ? 

Mr. Harpy. No. 

Mrs. Botron. I have been advised that the Appropriations Commit- 
tee says they must. 

Mr. Harpy. I would have to take issue with the Appropriations 
Committee on that. I think we are getting into too much detail when 
we get to that kind of problem. 

I do have this feeling. If they set up an estimate of too much money 
for a particular program and they have something left over from 
that, I think that ought to come back and it ought not be transferred 
by the agency to some other project. 

Mrs. Botton. I have no fight with that. I think that is good organi- 
zation. But I do think that if we expect the committees of Congress 
to run the details, we are crazy. 

Mr. Harpy. You can’t. That is why the postaudit is so important, 
to be able to go back and see what they have done and require correc- 
tions for the future. 

Mrs. Bourton. This has not always been easy to get. 

The other thing I wanted to ask you about in your study of the 
ICA is: Does the ICA have a system of investigating the projects, the 
personnel? The State Department has a regular corps of people that 
go from one place to another; inspectors to look into the work done 
in the different areas and the personnel in those areas, and they come 
back and report and that goes in the man’s 201 file. Does ICA do that? 

Mr. Harpy. They have a normal administrative setup. Occasional- 
ly, when things get rough and they find something going wrong in 
the field, they send people f rom Washington out. I don’t know whether 
you would call them investigators. I would rather be inclined to 
think they are not exactly in that category. 

Mrs. Borron. All of us as we have traveled have run into situations 
that are somewhat shocking. I have asked twice for investigations 
of situations, and it wasn’t until I really pursued it through to the 
bitter end the second time that any action was taken. 

Mr. Harpy. I congratulate you in getting it done at all. 

Mrs. Borron. If you had more women around in some of these 
organizations, you would find that it would be carried through. 

Mr. H; vys of Ohio. Is that ICA or the State Department ? 

Mrs. Boron. I would rather not say now. I was wondering about 
this situation. In the Foreign Service there is a system of inspection 
which isn’t always accurate, but it isn’t done perfectly. 

Mr. Harpy. As far as I know, the ICA doesn’t have quite that type 
operation. 

Mrs. Boiron. It would seem that they could avoid some problems. 
Thank you, Mr. Chairman. 

Chairman Hays of Arkansas. Mrs. Kelly. 

Mr. Meaper. I might add, Mr. Chairman, I believe this is accurate, 
that the prosecution of Mr. Bertoni in New Jersey recently resulted 
from the investigation of the ICA, for the most part. 

Mrs. Boiron. That is good. 

Mrs. Keiiy. Thank you, Mr. Chairman. I, too, want to join my 
colleagues in complimenting the Subcommittee on International 
Operations for this report. 
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I would also like to say I was delighted to see that they have in- 
corporated in their report the magnificent presentation of the annual 
program presentation by the Comptroller General, because I think 
it is one of the best presentations I have ever heard since I have been 
a member of the Foreign Affairs Committee. 

I, too, want to say that I approve your recommendations. I have 
only one brief question, Mr. Hardy. How much information was 
kept from you on account of security 

Mr. Harpy. I don’t think that in the final analysis they denied 
us any information on the basis of security. All of our personnel are 
cleared for top secret. We had a little problem at one stage of a cer- 
tain specific item that we asked for, but they finally sent it down 
for a look-see. When we had perused them, they took them back. 

Actually, they based their refusal to furnish 1 or 2 documents on 
an internal consideration. ‘The problem we had, as much as anything 
else, was to find out what they had. Because if we didn’t ask for it 
by specific document number and designation, we didn’t get it. 

Mrs. Kextxiy. In other words, it was difficult for you to explain to 
them what you were after, and they didn’t have it ? 

Mr. Harpy. We had some of that sort of thing. If we asked for all 
their files on a particular subject, why, we would get lost. They say, 
“Tf you will tell us the specific document you want, we will be glad 
to get it for you.” We asked for everything relating to a particular 
phase of a subject. After a while they ss aid, “We have thus-and-so.’ 
But we never knew whether that was all or not. 

It is like this audit report on Iran. We didn’t know it existed until 
after our report had been issued. And we found out that Mr. Hollis- 
ter didn’t know it either. 

Mrs. Ketiy. I think some of us have had the same problem. I 
know I have. That is the reason why it is difficult to obtain facts. 
State Department has it under different titles and names, and we 
haven’t the staff or the time to spend in searching for hidden facts. 
Thank you. That is all, Mr. Chairman. 

Chairman Hays of Arkansas. Mr. Vorys. 

Mr. Vorys. I join with the other members in expressing my appreci- 
ation of the studies you have made and the value that they are to us. 

One thing that you haven’t attempted to go into, and that is the 
fact that ours is an authorizing committee. This program, the mutual 
security program, is, I think, the only program on Capitol Hill that 
is both authorized and appropriated annually. I will take credit or 
blame for inventing that. I did that back in 1948. I think to some 
extent its usefulness has passed. But that is one of the things we 
face. 

In order to get away from that, the Gordon bill and the administra- 

tion presentation this year suggests more in the way of continuing 
funds. That is one way to get away from it, as far as the authoriza- 
tion is concerned: More time for programing so that you don’t have 
that Cinderella temptation the night of June 29 to plaster the walls 
with obligations. 

And the other thing where they have certainly followed the specific 

recommendation of yours is that they are increasing the emergency 
fund. However, we still get some problems that your recommenda- 
tions don’t quite solve. 
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On Iran we are reminded that our objective, what we were after in 
Iran, was not whether to build a dam or do this or that or not, it was 
a campaign in the cold war, and we won the campaign. There was 
great danger of Iran’s going Communist, and we stopped it. They 
say: 

Just as in any other battle, you would have shorts and overs before you get 
on the target. You waste a lot of ammunition getting on the target; there has 
to be some of that. 

Mr. Harpy. Can I comment on that? 

Mr. Vorys. Certainly. 

Mr. Harpy. In the first place, I think it is awfully fine that we won 
the battle in Iran. I am not at all sure that we can say that we won 
it through the money we put up. Maybe we did; maybe we didn’t. 
There is an awfully “iffy” area. That isn’t quite the problem that 
bothers me. There was so much needlessly spent over there that I 
frankly resent seeing money dumped the way it was dumped over there. 
If there were political considerations that were involved and we had 
to give them a check to finance their own government, that is one thing, 
but let’s say it is political. Let’s not beat around the bush and say 
it is a technical assistance program, and take the money and use it for 
paying off somebody. And frankly, you know and I know that a whole 
lot of that was done. I don’t say that there was any real thieving over 
there. But I will repeat what I said to Bob Murphy and Loy Hender- 
son, that if there wasn’t a tremendous amount of money stolen over 
there by our own people, as well as the Iranians, it is a tribute to their 
honesty, because there was certainly the opportunity for it. There 
were no controls. 

Mr. Vorys. I am giving you the other argument, and one we have 
to bear in mind. I have not yet myself heard the full justification for 
the program in Iran. 

Mr. Harpy. I hope you get a better one than we got. 

Mr. Vorys. Here is what I want to get to: Of your recommenda- 
tions, I think I go along with all of them except the full meaning of 
No. 1, which is on page 18. It is reflected again in No. 4 on page 19. 
That is on the matter of “firm assurances as to the willingness, ability, 
and the extent of recipient country participation,” that the budget 
ought to be firm rather than illustrative. 

God knows that this committee would like to get rid of this illus- 
trative business. Secretary Dulles yesterday said they were going to 
do it in a way that would get rid of it. Here is the problem. This is 
not like military construction for the United States alone, in the ex- 
ample that Mr. Hardy gave. To make it firm, it depends on interna- 
tional agreements, and the ICA and our Government say thev cannot 
negotiate a firm agreement without authority and money. They say 
that the other country will not bind itself firmly until the United 
States is ready to bind itself, and therefore any new project must al- 
wavs be unfirm in one sense of the word. 

The example that came up of the Aswan Dam is one that we might 
consider for a minute. It was presented to this committee in 1955 as 
one that we weren’t going into. We found in January that we were 
going into it. They had legal authority to do it. But in the illustra- 
tive programs it was illustrated as one we were not going to do. The 
next year they went into it. I think we would all say that isn’t the way 
toruna railroad. 
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Mr. Harpy. Let’s look at that a moment. Didn’t we decide to go 
into it at the time we did decide to do it on the basis of political reasons, 
not on the basis of any economic justification? It was the kind of thing 
that should have come oe of the emergency funds. 

Mr. Vorys. I agree. I don’t know whether I will agree with you 
that everything we do for political considerations needs to have that 
label pl: ystered on. There are many instances where you don’t obtain 
the political results you want if you label your action as political. 

Mr. Harpy. I will subscribe to that. But when you have an emer- 
gency fund set up for the President to use, you don’t have to say 
every time that you decide you are going to use a certain amount for 
the Aswan Dam that you are doing it because of the political situa- 
tion in the country. I do think that even though you don’t make such 
an announcement, I think it is incumbent upon the administrative 
agencies to come ‘down and tell the Congress what they have done 
after the fact. I don’t think that your committee or our committee 
or any other responsible Member of Congress should be denied that 
kind of information if he has a reason to require it. 

Mr. Vorys. I agree. Take when Mr. Stassen was head of FOA. 
He said that they needed long lead time because in most or many of 
the countries their legislative bodies had to approve before the proj- 
ect could be entered into. I said to him, “All right. What is good 
enough for them ought to be good enough for us. “WwW hy can’t we have 
projects brought here which are not firm projects until Congress 
approves them piece by piece?” But it is pointed out there are simply 
too many projects for the Congress to attempt to approve piece by 
piece, and that in many instances you have political, that is, other than 
just clear economic considerations, where you are trying to get a coun- 
try to help itself and help us, and that therefore the negotiators have 
to be in the position where they can say, “If you will do that, we will 
do this.” 

Mr. Harpy. But this whole business of this technical assistance and 
economic development is supposedly based on a program that is devel- 
oped by the host country themselves, something they need, and we are 
going to help them. Are we then going to put t ourselves in a position 
of saying we will guarantee you so muc sh money provided you go back 
and get your outfit a year from now to come through and tell us how 
much they are going to put in it. John, you and I know that is a 
totally unrealistic proposition. You know a good bit of it is based 
on the fact that the agency has been operating in a loose fashion, with 
almost a complete freewheeling for so long that they don’t want to 
give it up. You never saw an administrative official want to give 
up any authority that he ever had. They want to spread it. That is 
what they are trying to do. 

Mr. Vorys. As to this word “illustrative,” we have battled with the 
word for 10 years. 

Mr. Harpy. It isalmost a nasty word in my book. 

Mr. Vorys. Here is one reason why we must call it illustrative. 
Let us say we brought a project up with a pore we will say, on 
this matter of defense support, what is needed to support their military 
effort. If we don’t label this as illustrative or label it in some way 
so that we are not making the commitment, the chancelleries of the 
countries involved get hol d of the figure and in any case they say that 
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this is a commitment, this is what you presented to the Congress, 
Congress gave you the money, and therefore your hands are tied. 
What is the answer to that ? 

Mr. Harpy. Your hands are not tied for this reason: You have an 
awful lot of authorizations in the domestic programs as well as foreign 
programs that are never carried out. They are not required to spend 
it just because they have the authority to do it. It is not a mandate, 
that they have to go through with any particular project, from the 
Congress because you have a line item which gives them authority 
to do it. It could be easy to rescind their authorization, and it would 
take away the argument that they are committed—— 

Mr. Fasceiv. It would be easy to write in the law that no authoriza- 
tion shall be binding until a firm agreement in writing has been made. 

Mr. Vorys. I think now the Mutual Security Act provides that 
no authorization shall be construed as a commitment. Something 
like that is already in there. However, psychologically and politic ally. ’ 
I mean, from the standpoint of international polities, i if we have in 
the presentation to Congress the Aswan Dam and so many dollars, 
and Congress votes it, then I can see how the executive branch is a 
little bit embarrassed if they try to hold back. For instance, take 
the money for Spain and Guatemala, where it has been done spe- 
cifically. What position is the executive branch in if they start to 
hold back on those funds ? 

Mr. Harpy. Let me make another application of that, John. You 
had your presentation books last year, and certain projects were 
listed in those presentation books. They are not specific. You don’t 
know what they really are. They are there in generality, and they 
were considered by your committee. I suppose you had some dis- 
cussion and got a little more information than the books present. But 
those books were not public. Those are classified documents. They 
wouldn’t give the foreign government a notion that you had provided 
for the Asw: an Dam. ‘Or “take the Karaj Dam Road that we talked 
about. You didn’t have anything in that presentation to indicate 
what the money was going to be used for. You didn’t have any indi- 
cation what already had been spent on it. You didn’t have any 
indication of what you would be called upon for in the future, 

Mr. Vorys. That is true. 

Mr. Harpy. Those things could certainly be added in the presenta- 
tion without any requirement that the funds be expended. But the 
line items certainly should be a limitation that have to be followed, it 
seems to me. 

Mr. Vorys. Just one more question, Mr. Chairman. I have overrun 
my time. 

Chairman Hays of Arkansas. Did you want to comment on that? 

Mr. Brownson. The only comment I have is to refer back to rec- 
ommendation 1 in our subcommittee report before you. From a 
standpoint of our postaudit responsibility it is very important to us 
that we do get some evidence in the ICA budget presentation, or some 
degree of assurance, even if it is nothing more than the type of char- 
acter evidence you would use in a credit report, that the country 
concerned has some willingness, ability, and intent to participate 
in the given contract. Otherwise, when we find out that the United 
States carried on the project virtually all alone, we have no chance 
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of putting the responsibility back on ICA when they didn’t give 
us any concrete assurance in the first place that we were going 
to have cooperation and host country participation in carrying out 
the project. 

Mr. Vorys. My last question is on the word “firm.” The words 
“firm assurance” of what some other country is going to do would 
involve a commitment by the other country, or it might be that you 
mean by “firm” the sort of thing that Mr. Brownson has just talked 
about. Do you mean we should have a firm commitment from the 
recipient country for every requested authorization? Is that what 
you mean?’ It is that one word that puzzles me. 

Mr. Harpy. The question of what constitutes a firm commitment, I 
think, might be subject to some definition. I have this difficulty in my 
own thinking as to why it should be any more requirement on us 
that we have a firm commitment than the host government have a firm 
commitment. There isn’t any more reason why our technicians work- 
ing with them over there, and agreeing on a program that they con- 
sider is a desirable one, that they are going to attempt to work out— 
there isn’t any more reason why they shouldn’ t be able to get an under- 
standing of some kind as to what is going to be the actual participation 
of the host government in that program before they come to us, than it 
is to ask us for a commitment—what we are willing to spend, before 
they tell us what they are going to put into it. I don’t know any 
reason in the world why we should go out and try - bind ourselves 
before we get any indication from the man we are going to help as to 
whether or not he is willing and able to help himself. 

Mr. Vorys. You have just said, which is the fact, that we do not 
bind ourselves. It is provided in the law that we do not bind our- 
selves. And we would certainly object if executive officials went 
around making firm commitments on the behalf of the Congress. 

Mr. Harpy. John, you know they do it. You know it has been done 
pretty recently. And you know that we had many officials from every 
conceivable branch of Government making promises which weren’t 
binding but which we had to respond to. 

Mr. Vorys. I wouldn’t agree with you on that. I think my time 
has expired. 

Chairman Hays of Arkansas. It has. Do you have a short question ? 

Mr. Hays of Ohio. I have one question. It goes back to the Iranian 
thing. Iam not quite satisfied with how the testimony about that may 
ultimately read, so I wanted to ask this question. It seems to me quite 
conceivable, and I have heard this argument advanced many times: 
We saved Iran from going Communist, so why worry about some 
waste. It seems quite conceivable that Iran kept from going Com- 
munist in spite of the ICA—— 

Mr. Harpy. I would hate to say that. 

Mr. Hays of Ohio. Maybe that is too strong. Do you think there 
is a more than a 50-50 chance that Iran wouldn’t have gone Com- 
munist if there hadn’t been any ICA ? 

Mr. Harpy. There are some people who think that. I am in no 
ae to make that kind of evaluation myself. I don’t think any- 
body can say with any great assurance that our money kept it from 
going Communist any more than they can say they were able to keep 
from going Communist by themselves. 
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Mr. Hays of Ohio. One further question right in line with that. 
I gathered from reading your report, and I read it very carefully, 
that the fact that money was wasted out there was not only known to 
Americans and subsequently to your committee but a good many 
Iranians knew about it ? 

Mr. Harpy. Of course. It was the source of plenty of opportunity 
for some Iranians who were working with our people to use it. 

Mr. Hays of Ohio. That fact wouldn’t be any deterrent to com- 
munism, that we were wasting money and certain groups of people 
profited from it ? 

Mr. Harpy. I think an argument could be made along that line. I 
wouldn’t want to impose my judgment in that area because I don’t 
think I am qualified to do it. 

Chairman Hays of Arkansas. Mr. Fascell. 

Mr. Fascetu. I would like to add this comment. As far as the post- 
audit, I am all for the Government Operations Committee, since I sit 
on there, to do all the postauditing they can. I am all for it. It isa 
great operation, but the thing that counts as far as this committee is 
concerned is preaudit. W hen you are talking about budgeting, con- 
tro] practices, just how firm can you get when what you are trying 
to do isn’t quite that firm? What is the price of flexibility? What is 
the price of diplomacy? Just what are you trying to do with these 
projects? How much accounting do you really want? Obviously, we 
haven’t wanted too much. 

If that is part of our policy as a nation, you can’t have your cake and 

eat it, too. You can’t account for every cent if what you are buying is 
something maybe you don’t want anybody to see. The problem isn’t 
strictly one of accounting. It is a question of diplomacy, policy, and 
other things. 

Mr. Harpy. There are a lot of policy matters that this committee is 
going to have to give some thought to and give to the whole Congress. 
I sympathize with you in your job of wor king that out. 

Mr. Fascetx. I am all for preaudit. 

Mr. Harpy. I think it is good, too. But with respect to this point 
that you have made, and it is a perfectly valid point, there are some 
things that you don’t want to spread out in the open and there are some 
things you can’t spread out in the open without doing damage to our 
foreign relations. 

Mr. Fasceti. Without pointing out to everybody just what we are. 

Mr. Harpy. Of course, we realize that. There are other areas in 
which it ought to be. Where it can’t be done as a preaudit proposition, 
there ought to be an avenue, at least, for the Congress to do a little post- 
audit to find out what did hs appen to the money. 

Mr. Fascety. There is no question about that. And any postaudit 
ought to be as complete with respect to the Congress as it is in the 
agency itself. There should be no reason why we ought not to have 
complete figures on any postaudit and a complete understanding of 
the entire + etn pem 

As far as I am concerned, as a matter of policy, I would be willing 
to have the recipient country lay out a whole program, establish the 
priority and cost and submit it to us, whether they want. to do it 1 
year at atimeor 10 yearsatatime. That isthe way I would be willing 
to act on it, and establish all the controls and practices which go w ith 
the approval of each and every practice. 
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Mr. Brownson. Commenting on Mr. Fascell’s question, I talked 
recently with a high official of the Department of State and a high 
official of ICA. Each one of them independently assured me in his 
opinion that at least 50 percent of the foreign aid money we had spent 
up to the present time had been actually w: vasted. I will supply their 
names after the hearing but these observations were off the record. 

As long as that statement is true, it seems to me that we can make 
some errors, as Mr. Fascell has pointed out, in the direction of preaudit 
and postaudit activities to try to get a higher degree of efficiency after 
10 years of experience in operations. 

Mr. Fuuron. I do agree with the gentleman on trying to pin down 
the programs and trying to get better procedures. We mustn’t forget, 
however, that the reason we are in these various countries, 60 various 
nations that we are giving various kinds of economic aid to, and in the 
42 nations that the U nited States has mutual security pacts with, is the 
United States policy is already in difficulties and these nations are 
in various difficulties themselves at home. 

If we can look at the United States Congress in session here, as I 
have been watching it over the past few years, and see the tremendous 
difficulties which we with our high standards in the United States 
have, we on the foreign aid programs should not be too discouraged 
with the added difficulties. In this Congress with its great democratic 
traditions, we should not be too troubled when we look and see what 
the Congress gets into over post offices, dams, defense installations in 
the United States, airfields and veterans’ hospitals. When a person 
transposes that difficulty into 60 various nations of 60 various cultures, 
and often nations just thrown together because of great power com- 
plexes, and with people who are already in the shadow of great danger, 
without any modern economic system and with no kind of audit books, 
what do you expect? Does the United States International Coopera- 
tion Administration move in and set up a whole American government 
for them and get into the same problems that we have in the American 
Congress? We mustn’t overlook the difficulties that we in Congress 
have locally, difficulties magnified in geometric order, in 60 nations of 
the world, plus all the difficulties at home that we United States taxpay- 
ers show up with. I do think the gentlemen of the subcommittees are 
doing a good job. Let us not overlook these tremendous difficulties of 
transposing our good efficiency and our good United States methods to 
a lot of these projects where we are operating in backward areas under 
these United States mutual security programs. 

Mr. Harpy. Certainly we haven’t suggested that the impossible be 
under taken and that we try to preser ibe ‘to the nations with whom we 
are working on a foreign-aid program exactly how they should run 
their government or how they should account for the funds that we 
put up. 

But we should require our people to account for the money that goes 
through them, and to provide some reasonable assurances insofar as 
they can that it is going to be properly used for the purposes intended 
by the host government. 

After you turn it over to them you can’t control what is going to 
happen to it. We can make sure as to how much we turn over to them 
and the purposes for which we turn it over to them, and we ought to. 

Mr. Fuuron. In working on the Mideast policy resolution on this 
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committee we came up against the same thing. I think the chairman 
will say that I was one who was strong in asking for the details and 
practical planning of the program. Finally we came to the point when 
the administration witnesses said we would have to take the $200 mil- 
lion program without designation, as to geographic area, second, as to 
project or planning, or thirdly, accounting, or fourthly, to any proce- 
dures that they could relate back to us and show us what they have 
done with the fund. 

It looked to me at the time like backstairs or cellar-door diplomacy. 
What can we in the committee do when we come to a certain point? 
There again on one of the big issues of the current Congress, your 
subcommittee as well as on this subcommittee, all did the same thing. 
We saw the fence; we jumped it, because we felt the United States 
policy was in good hands. But we are not close enough nor do we 
have the staff to do the following of the program every day. When 
Jim Richards goes abroad for the President and this committee, I 
am sure we back him 1,000 percent. 

Mr. Harpy. I have to disagree with one observation. We jumped 
on the bandwagon. I voted for that thing. Why? We had no 
alternative and, frankly, we were put in a position by the President’s 
announcement that gave us no alternative. 

There is one aspect I think that we in the House are probably remiss 
in. We accepted the thing as a blank proposition without even any 
requirement for postaudit, possible information as to what happened 
to it. We had no opportunity to discuss any other proposal on the 
floor. 

Mr. Fuuron. In this committee we tried to get the details of the 
plan, and some of us that have tried very hard to get it were overruled. 

Mr. Harpy. I am sorry you didn’t succeed. The Senate did some 
things which we accepted. It could have been done over here. That 
is the kind of thing that I am talking about. There are some areas 
where we cannot get advance information, it is true. It was probably 
true in this case. We should have required that we be advised after 
the fact what was done with that money and for what purpose it was 
turned over to the different countries. 

Mr. Fascett. Will the gentleman yield? For 2 years another sub- 
committee of the Government Operations Committee has been saying 
that you don’t need legislation to get that information. 

Mr. Harpy. I don’t know how you get it. 

Mr. Fascett. I am willing to pass all the laws to say that we will 
get it, if anybody wants to back me. 
~ Chairman Hays of Arkansas. Mr. Meader, Mr. Brownson, Mr. 
Reuss. do you gentlemen have anything further 4 

Mr. Harpy. I want to express our appreciation, Mr. Chairman, for 
your kindnesses, the opportunity we have had for discussion with your 
committee. 

IT hope none of us loses sight of the fact that we don’t have so much 
information that we can qualify as experts. Certainly I don’t want 
to leave any such impression as that or to do more than any suggestions 
as to courses that need to be explored. I think sometimes some of us 
get to the point that having reached decisions ourselves, we almost try 
to deny other Members of Congress the exercise of their own judg- 
ment. I hope that we don’t have any more of that kind of situation 
than is necessary. That is exactly what happened on the Middle East 





MUTUAL SECURITY ACT OF 1957 53 


resolution. Nobody except the Foreign Affairs Committee exercised 
any judgment on that, and they couldn’t except to vote it up or down. 

Mr. I'urron. We didn’t have the information to do it, either. 

Mr. Harpy. That is unfortunate. 

Mr. Furron. I would like to make a request for a definitive study 
by ICA, to be made public, and given to this committee as well as the 
subcommittee, on the methods, procedure, the handling and the ICA 
audit in Iran. Let’s have them answer these comments specifically. 
We should formally request it on this committee. 

Mr. Hays of Arkansas. Mr. Fulton, the ICA officials are already 
scheduled to appear. We will have ample opportunity to interrogate 
them.on that and other points. 

Mr. Furiron. I would like to make an official request ahead of time 
for a definitive study on the ICA program there and have them pre- 
sent it. I don’t want it orally. 

Mr. Harpy. You are talking about what is going on now? 

Mr. Futron. What has gone on to date. 

Mr. Harpy. I think if you get that audit report I have referred to 
it will give you considerable information. 

Mr. Fuuron. I want the ICA to answer specifically the points that 
your subcommittee has brought up, as well as many of us, and not 
just in an audit report, because I want to make it public. 

Mr. Harpy. You can get a lot of argument on the basis of philo- 
sophy. 

Chairman Hays of Arkansas. Before we recess, let me say that Mr. 
Gordon asked me to say that he had to leave for Chicago but will be 
here for Monday’s session. He has an important engagement out 
there. 

Mr. Crawrorp. He wants you to go ahead tomorrow morning, and 
this afternoon, if you so desire, with the General Accounting Office. 
Tomorrow morning, with you presiding as Chairman of the Committee 
of the Whole, we will have Mr. John Ohly, Mr. Hollister’s deputy, 
and Mr. John Murphy, the Controller of IC A is scheduled. 

On Monday, the Subcommittee on the Far East and the Pacifie will 
begin hearings at 10 o’clock, and continue them at 2:30 Monday after- 
noon on several pending resolutions relating to Americans still held 
prisoners by the Chinese. 

Then the full committee resumes on Tuesday, Wednesday. On 
Wednesday, June 5, the committee will sit as a Committee of the Whole 
on International Organizations and Movements, and will be presided 
over by Congressman Carnahan, to receive testimony from various re- 
ligious leaders on sentiment among American religious groups on the 
mutual security program. On Monday, June 3, and Tuesday, June 
1, the full committee will meet, presided over by Mr. Hays of Ar- 
kansas as Chairman of the Committee of the Whole. The meeting 
will be at 10:30 Monday to hear the Honorable Spruille Braden, an: d 
at 2:30 in the afternoon to hear the Honorable Samuel Waugh; and on 
Tuesday the morning witness has not been firmed up yet, but at 2:30 
in the afternoon Deputy Assistant Secretary of State Kalijarvi will 
appear. Their testimony will be on the techniques of foreign economic 
aid. The rest of the schedule has not been firmed up. 

Chairman Hays of Arkansas. The committee will be in recess until 
2° SU. 

(Whereupon, at 12:40 p. m., the meeting recessed. ) 
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AFTERNOON SESSION 


Chairman Hays of Arkansas. The committee will come to order. 

This afternoon we asked Mr. Keller, Mr. Martiny, Mr. Staples, and 
Mr. Rabel to return for cross-examination and they have consented to 
do that. 

They might wish to make some statements before submitting to 
questions. ‘I know they were present this morning when we had this 
interesting discussion with members of the Government Operations 
Committee. 

Mr. Keller, if you wish to say anything on that score, we would be 
happy to hear from you. 


STATEMENT OF ROBERT F. KELLER, ASSISTANT TO THE COMP- 
TROLLER GENERAL OF THE UNITED STATES, GENERAL ACCOUNT- 
ING OFFICE 


Mr. Kriier. I believe, Mr. Chairman, the Poe , the ques- 
tions, and the answers this morning went pretty much ‘dials the lines 
we have been thinking, and consequ “os A we ha ve no furthe rcomment. 

At the close of the session yesterday morning, Congressman Fulton 
asked for a statement on the Iran situs ‘aft mn. As was brought out this 
morning, the GAO made an va report on the assistance program in 
Tran, which was submitted to the Congress in March of last year. The 
report is rather lengthy. I ‘do have a summary of our recommenda- 
tions and also a followup statement on what has been done to correct 
certain matters, which I will be glad to submit for the record, if the 
pane so desires. 

. Furron. I would like to have it. 

Mr. Chairman, may I request you submit that statement, but, where 
there has been so much publicity and public comment as well as maga- 
zine articles making specific charges, I would like to have some author- 
itative statement from an independent agency such as yours which 
would meet those problems directly. I would like them taken up and 
answered. 

For example, Mr. Meader’s article which, I believe, was in Reader’s 
Digest. I would like a definitive statement that would either corrobo- 
rate, limit, or deny any one of those charges. 

Mr. Keiier. We will certainly give your request consideration. 
Ordinarily, we make our reports to the Congress and, of course, do not 
attempt to evaluate any further statements of individuals or congres- 
sional committees that may be made on the same subject. 

Mr. Fuurton. It is criticism of responsible peop le in Congress who 
have studied this problem, and I would like to have your comments 
on the subjects covered. ’ 

Mr. Ketier. Shall we consider that a committee request, Mr. Chair- 
man ‘ 

Chairman Hays of Arkansas. I don’t think it requires committee 
action and, if you are prepared to comply with Mr, Fulton’s request, 
the committee would be interested in the information, I am sure. 

Mrs. Cuurcu. Mr. Chairman, may I ask if the report which the 
gentlemen have brought with them in any sense answers the question ? 

Mr. Kerier. Our report was made in March of last year and, I 
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think, was one of the first reports on the subject. Later there were 
committee hearings, committee reports, and various newspaper and 
magazine articles. 

Mrs. Cuurcn. I was referring to the statement which I understood 
you to say that you brought with you today in answer to requests of 
yesterday. Do you have that with you now 

Mr. Kerrier. Yes; we do. 

Mrs. Cuurcu. I wondered whether that was a sufficient answer. 

Mr. Ketter. We have not attempted to meet, point by point, each 
of the matters raised by articles and by Members of Congress. 

Mrs. Cuurcn. It was my understanding that ICA sent us all an 
answer. Who sent out that answer, point by point, to Mr. Meader’s 
irticle? It was sent to my office last week. 

Mr. Vorys. If the gentleman would yield, in view of the interest 
in this whole matter, I would like to move that the committee request 
statements from the General Accounting Office and request state- 
ments from ICA on the Iran program. I think we ought to obtain 
ill the information we can, and I think that these agencies may be in 
« position where they would want to be fortified by a request from a 
ommittee. If they need that, I would be happy to make a motion that 
we secure full information about any investigations of the Iran pro- 
gram from the General Accounting Office, ICA, and the State Depart- 
ment, or the military. 

Mrs. Bouron. Mr. Chairman, may I interpose a little remark ? 

Chairman Hays of Arkansas. Yes. 

Mrs. Bouron. I was very much impressed by Dr. Bennett, the last 

ime he appeared before this committee. My memory of what he said 
was not, apparently, accurate, although it was so vivid to me that I 
can’t quite believe our staff couldn’t find it in any of the records of 
those meetings. 

Let me just say to you what I remember was said: That he had 
vi vorke 1d over there for some time; they had come to the point where 
he felt he had a program which would be a $6 million program. He 
felt, if it were just that big, every single penny of it would be well used. 
Then he crashed. 

Then, as I recall it, I was out for a bit and the next I knew there 
had been $25 million appropriated for Iran, Certainly, this huge 
appropr iation made waste almost unavoidable. 

Chairman Hays of Arkansas, Mr. Fulton, had you offered a 
motion ? 

Mr. Furron. I had made a request for this particular agency to 
sup ply us with the definitive study on the procedures of the ICA 
ind the program in Iran, the history of it. That was the first. 

Chairman Hays of Arkansas. Mr. Vorys’ motion covers what you 
had in mind, as well as other things. 

Mr. Funron. There is one other thing I understood to be in the 
motion: Rather than refute particular individuals, I would like the 
various charges taken up as points, and comments made on those, 
point by point, so that it does go a little bit more than what Mr. Vorys 
has said in the statement, but I expect it will be embraced in Mr. 
Vorys’ motion. 

Mr. Vorys. The President of the United States referred specifically 
to Iran in his message to Congress. There have been magazine articles 
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written on it, and it seems'to me that we should request and, if neces~ 
sary, require full information from all of the agencies of the Govern- 
ment so that we can have the details and the conclusions on that 
program. 

Chairman Hays of Arkansas. Without objection, the motion will 
be agreed to, 

(The information requested appears in the appendix.) 

Mr. Fuiron. May I request that the statement they have brought 
be included in the record at this point ? 

Chairman Hays of Arkansas. Without objection, it will be inserted. 

(The report is as follows :) 


GENERAL ACCOUNTING OFFICE STATEMENT ON IRAN ASSISTANCE PROGRAM Rbp- 
QUESTED IN HEARINGS BEFORE HOUSE FOREIGN AFFAIRS COMMITTEE 


In response to inquiry by Congressman Fulton of the above committee, we 
are submitting herein statement as requested summarizing the findings disclosed 
by our examination of the assistance program for Iran, and information relative 
to these findings, obtained subsequent to the release of our report. 


SCOPE AND FINDINGS OF GAO REPORT 


The audit report, which we submitted on March 15, 1956, to the Congress, dealt 
with the various activities financed from mutual-security funds through June 
30, 1955; in other words, it covered obligations and expenditures against ap- 
propriations for fiscal years 1952 through 1955. 

However, in describing the status of the various activities thus financed 
and the control procedures used by ICA, our report gives effect to various events 
subsequent to June 1955: (1) Information obtained by us during our field visit 
in August 1955; (2) data obtained as a result of additional audit work in Wash- 
ington; and (3) comments received in February 1956 from both ICA in Wash- 
ington and the mission in Iran as a result of their review of our report draft. 
In brief, our report gave a picture of conditions fairly close to the date of issue, 
March 15, 1956. 

Following is a summary of our major findings and recommendations : 
Administration of the program 

1. Administrative deficiencies existed in the early years of the program but 
have subsequently been substantially remedied. 

2. Administrative machinery of the aid program required simplification. 

3. The mission did not make systematic end-use checks to determine proper 
utilization of ICA financed commodities. 

4. Internal control procedures required strengthening to prevent irregularities. 
Project activity 

1. Substantial quantities of agricultural equipment were unused and control 
over project equipment was generally unsatisfactory. 

2. Several industrial-type projects had serious operating deficiencies which 
prevented successful completion. The following projects of this type were spe- 
cifically discussed in our report: 

(a) Construction of the Karadj Dam. 
(b) Tehran water treatment plant. 
(c) Fars cement plant. 

(ad) Tehitsazi cotton mill. 

(e) Two sugar refineries. 

3. The rural community development project has shown slow progress. 

4. Commitments for procurement of equipment and for training costs were 
overstated or otherwise required downward adjustment. 

5. The student training program should have been separately disclosed to the 
Congress, and the question of its legality was before the Comptroller General for 
decision. 


Emergency aid 
1. The 1955 sugar program was unsatisfactory. 
2. The utilization of counterpart funds warranted more effective control 
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FOLLOWUP ON GAO FINDINGS 


Our followup in regard to the findings of the Iran report has been limited to 
contact with ICA in Washington and obtaining written representation by the 
mission in Iran. ICA files in Washington do not show the current status of in- 
dividual projects or procedures. The administration of the program is decen- 
tralized, with financial and program responsibility vested in the mission director. 
Financial records and data documenting program decisions are maintained in 
Iran. Thus the agency’s representations on improvements made subsequent to 
our audit, are subject to verification by on-the-spot review. Due to staff limita- 
tions and the number of other large ICA programs not yet covered by reports 
to the Congress, our present plans do not contemplate further examination work 
in Iran in the near future. 

After release of our Iran report to the Congress, we obtained further informa- 
tion regarding certain activities principally (1) through the reply from the Direc- 
tor of ICA, dated May 25, 1956, to our published report, and (2) in response to 
the requests from the staff of the International Operations Subcommittee, House 
Committee on Government Operations, and as a result of the hearings held by the 
subcommittee. Following are explanations offered by ICA and corrective actions 
stated by the agency as having been taken concerning the principal deficiencies 
reported by GAO: 

Administration of the program 

1. The administrative deficiencies of the early years were the result of the 
program being implemented on an emergency basis with a crucial shortage of 
staff and under policies and procedures which had not been firmed up. 

2. The mission has recognized the need for simplication and integration of the 

program. As of April 1, 1956, physical integration had taken place although 
integration of fiscal and property management will require more time. 
3. Based on statistics and written representation furnished to us by the mis- 
sion, we had included in the section of our report dealing with end-use checks 
of ICA financed equipment the statement that “the mission advised that it had 
secured the services of an experienced end-use investigator in January 1956. In- 
vestigations since undertaken reportedly disclosed fully satisfactory conditions 
in the utilization of private imports—-an area of investigation which had not 
been covered by any of the selective examinations previously carried out.” 

We later learned that the new mission controller, who took office in September 
1956, reported in December 1956 that the information supplied by the mission was 
in error. Satisfactory investigations had not been made in the area of private 
imports due to the refusal of importers to permit ICA examination of their 
records. 

4. In regard to strengthening the internal control procedures in the mission 
and the Embassy, neither the ICA Director nor the Department of State (specifi- 
cally queried by us) offered new comments. 

Product activity 


1. The Director informed us that the mission is making every effort to utilize 
all unused agricultural equipment in its agricultural program and that any sur- 
plus items would be disposed of in accordance with agency policy. 

We subsequently learned (May 1956) that the inventory of equipment started 


in the summer of 1956 (Operation Search) had progressed with the following 
results: 


Nonexpendable project equipment____-_ be xicctats cthibeee ete wins bied sede $19, 432, 000 
Consigned and transferred to agencies of the Iranian Government__._ 10, 442, 000 
equipment to be accounted for by mission............-____- 8, 990, 000 
Identified by physical location and documents_._.__~-~~- hii eile tie 5, 990, 000 
PE «Ay NN = NN i a a 3, 000, 006 


The Hardy subcommittee reported in December 1956 that Operation Search 
was still unfinished at that time. 

2. In commenting on the deficiencies in the industry program, the Director 
stated that the projects were approved on the sole basis of political expediency ; 
it was assumed that the Government of Iran, which had begun many of these 
projects on its own, had made economic and technical analyses regarding their 
feasibility and would be able to handle the various problems which are now 
preventing successful operation. The program is phasing out and few additional 
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funds were subsequently approved. Following are data on the individual proj- 
ects diseussed in our report. 

(a) Karadj Dam.—The Director sent us a copy of his statement on this proj- 
ect, given to the House Committee on Foreign Affairs in April 1956. This state- 
ment related the background of the project and susbequent developments, 
among others: 

(1) Although relocation of the highway prior to final approval of the dam 
project may appear contrary to sound planning, the action was based on the 
belief that the dam would be built and that the road construction would provide 
badly needed employment. 

(2) In October 1955 the mission withdrew from further participation, follow- 
ing tentative approval of Export-Import Bank financing. 

(3) The Iranian Government is prepared to engineer, finance, and execute the 
project. The mission wil! assist in technical matters involved in Export-Import 
Bank financing. 

(4) Failure of the mission to properly label and record ICA-financed equip 
ment was due to an administrative error, which the Director stated is now 
corrected. 

In the course of our work with the subcommittee we were apprised of addi 
tional information regarding the Karaj Dam, and a detailed discussion of 
this project is contained in the subcommittee hearings and report. 

(1) Read relocation: Other highway improvement projects would have beer 
more suitable for relieving unemployment and less costly than the road project : 
however, an additional purpose of this work was to utilize the services of Mor 
rison-Knudsen, the firm selected to construct the dam when approved. 

(2) Survey report: A survey report submitted to ICA found the water suppl) 
in the Karaj Valley not sufficient.to justify the cost of the dam and emphasized 
the long*period of construction until the needed power would be available. Also 
the rising cost estimates of the dam were discussed. 

(3) Steam versus hydropower: The purchase of steam powered generating 
units, originally planned but rejected in favor of the dam project, would have 
been less expensive and less time consuming. It was estimated that steam- 
electric capacity could be available in 24 to 30 months as against some 60 months 
required for power from the Karaj Dam project. 

(b) Fars cement plant.—The plant has been completed and is satisfactorily 
producing cement with a capacity of 200 tons per day, which together with th: 
600 tons per day capacity of the ICA-assisted Rey cement plant plus capacity of 
other plants has broken the cement black market and reduced prices. 

However, other problems remain: 

(1) Cement surplus: The Iranians are not “cement conscious” and the in 
ereased production has created a surplus which can only be absorbed by proper 
education of the people in the uses of cement. In addition, importation of cement 
from Russia and other European countries (20,000 tons) together with improve 
ments and expansion of Iranian facilities have served to increase the surplus 
An educational program is being organized which, it is believed, will stimulat: 
a great demand for the product. 

(2) Deficient engineering: There was faulty engineering of the waste heat 
boiler of the Fars plant; however, alterations without cost were being made by 
the manufacturer. 

(3) Lack of adequate transportation facilities hampered distribution of the 
finished product and necessitates the building of better roads. 

(c) Tchitsazi cotton mill.—aAll spinning mill machinery has been erected and 
is ready for operation pending sufficient power and heat for the complete opera 
tion. The Iranian plan organization has the responsibility of furnishing the 
power, and bids have been received but no award has been made, nor has the mis- 
sion received a logical reason for the delayed purchase. 

The delays in procurement, discussed in the GAO report, of other types of 
machinery are still holding up completion of other sections of the plant. Some 
15 percent of the cloth finishing machinery has not yet been procured by GSA 
Some of these items will take 8 to 9 months to manufacture after award of the 
contract has been made, in addition to required shipping time of about 3 months 
and 5 to 6 months to erect the machinery. 

Due to these delays, the factory will not be in complete operation until 1958, 
by which time the duty tour of the American textile technician will have expired 

The present ICA-financed spinning mill machinery is being moved by the plan 
organization to accommodate other similar equipment purchased by the plan 
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organization itself. This movement is. being accomplished without the advice 
or consent of the mission, which has stated that such action is a violation of 
the project agreement. 

(ad) Beet-sugar refinerics.—In August 1956 we received information that the 
first plant was expected to be completed for the 1956 refining season ; that some 
400 hectares of land had been contracted for to grow sugar beets, and 200 more 
hectares were expected to be contracted for. The second plant was reported 
under construction and expected to be completed by January 1957. The beet 
crop in the area of the second plant was reported as large. We do not know 
whether these expectations were fulfilled. 

3. The Director confirmed that implementation of the rural community develop- 
ment project has been slow and stated that the problems cannot be satisfactorily 
solved until the Government of Iran adopts and enforces effective land-reform 
measures. Current mission activities are based on stimulating self-help 
measures. 

4. We were informed that the mission had adopted our recommendations re- 
garding adjustment of overstated commitments for procurement of equipment 
and training obligations. ICA in Washington was reported to be assisting the 
mission in making the necessary adjustments. 

5. The Director made no comment regarding the disclosure of the student 
training program to the Congress beyond pointing out that this activity was 
authorized by legislation. Subsequent to the receipt of the Director’s letter, 
the Comptroller General ruled that to the extent that the program went beyond 
the purpose of converting dollars into Iranian currency which could be used 
for technical assistance, the activity was not authorized by the legislation. The 
unauthorized expenditures amount to $2,582,700 out of a total of $4.7 million 
for the program. As a practical matter, it is doubtful if any recovery can be 
made. 

Emergency aid 

1. Regarding the 1955 sugar-import program, ICA informed us that the princi 
pal reason for the unsatisfactory conditions was that the supplier had failed to 
furnish the quality of sugar specified, and that inspection by the superintendence 
company was unsatisfactory. 

2. The agency informed us that it is agreeable to strengthening control over 
the use of counterpart funds by requiring ICA-approved releases as suggested in 
the GAO report. 

Chairman Hays of Arkansas. Mr. Selden. 

Mr. Sevpen. In your statement, Mr. Keller, you pointed out that as 
of December 31, 1956, the amount programed in local currencies for 
ICA was in excess of $1 billion. 

Mr. Ketter. Yes, sir. 

Mr. Sevpen. Was that billion dollars in foreign credits or local 
currencies to which you referred spec ifically appropriated to ICA ¢ 

Mr. Keurier. As I understand it, it was made available for mutual- 


security purposes through Public Law 480 of the 84th Congress. 


STATEMENT OF GEORGE H. STAPLES, ASSOCIATE DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE 


Mr. Srapies. It arose out of the proceeds of sales pursuant to Public 
Law 480 which are made by the Department of Agriculture. They 
collect the proceeds which become United States Government-owned 
currency. At the time the sales agreements are executed, the disposi- 
tion of the proceeds is generally incorporated within or as a part of the 
sales agreement. 

Mr. Sevpen. Was the Commodity Credit Corporation reimbursed 
in an amount equivalent. to the dollar value of the currencies that were 
used ? 
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Mr. Srarrxs. No; it is not a part of the aid program insofar as it 
does not come out of the mutual security appropriation. 

Mr. Sevpen. In other words, this billion dollars is in excess of what 
we actually appropriated ? 

Mr. Srapres. That is right. 

Mr. Sevpen. That is the information I wanted to ascertain. I 
frankly feel, Mr. Chairman, some provision should be made in Public 
Law 480 so that the ( Yommodity Credit Corporation is reimbursed in 
amounts equivalent to the dollar value of the currencies used. 

Chairman Hays of Arkansas. I don’t think it is. 

It is not a part of this procedure, but I am pretty sure that pro- 
vision which is made for reimbursement of the ¢ ‘ommodity Credit 
Corporation as to their capital structure is not affected in any way by 
reason of 480 disposition. If I am wrong about that, I would like to 
be put right on it at this point. 

Mr. Setpen. Could you answer that for us, Mr. Staples? 

Mr. Srartes. I can only say it does not come out of the mutual se- 
curity appropriation. 

Chairman Hays of Arkansas. That is my point. 

Mr. LeCompte. I brought up that same question, Mr. Chairman, 
about a year ago, I think, about reimbursement of Commodity Credit 
for foodstuffs and things that were shipped to some of those countries. 

We were told then that the Commodity Credit Corporation is reim- 
bursed. 

Chairman Hays of Arkansas. It is and it is a Treasury transaction. 
You have raised a good point but I will be surprised if you don’t find 
it isa reimbursable transaction. 

Mr. Sevpen. It is reimbursable in some instances and in other in- 
stances it is not reimbursable. I haven’t been able to determine 
whether it is reimbursable as far as ICA is concerned. Iam attempt- 
ing to find the answer. 

Mr. Vorys. Would the gentleman want a sentence from the law? 
This is 103 (a) of the Agricultural Trade Act of 1954, as amended: 

For the purpose of making payment to the Commodity Credit Corporation to 
the extent the Commodity Credit Corporation is not reimbursed under section 
105 for commodities disposed of and costs incurred under titles I and II of this 
Act, there are hereby authorized to be appropriated such sums as are equal to 
(1) the Corporation’s investment in commodities made available for export un- 
der this title and title II of this Act, including processing, packaging, transpor- 
tation, and handling costs, (2) all costs incurred by the Corporation in making 
funds available to finance the exportation of surplus agricultural commodities 
pursuant to this title and, (3) all Commodity Credit Corporation funds expended 


for ocean freight costs authorized under title II hereof for purposes of section 
416 of the Agricultural Act of 1949, as amended. 


And then (b) of 103 is: 


Transactions shall not be carried out under this title which shall call for ap- 
propriations to reimburse the Commodity Credit Corporation, pursuant to sub- 
section (a) of this section, in amounts in excess of $3,000,000,000. 


That is the reimbursement provision, although it is not reimbursed 
out of mutual security funds. 

Mr. Sevpen. Are you reading from Public Law 480? 

Mr. Vorys. Yes. 

Mr. Setpen. What does section 104, title I, say ? 

Mr. Vorys. Well, it says a whole lot of things. I have read you 
the reimbursement provisions, I think, and Commodity Credit Corpo- 
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ration is reimbursed for their investments and all expenses. The $3- 
billion limitation in that is running out, so I understand, and they are 
going to come in for more money. 

Under the administration of the act, the ICA is consulted as to the 
use of the foreign currencies. 

Mr. Sevpen. In other words, there is nothing that excludes them 
from reimbursing? There is nothing in there that would have section 
104 exclude the “application of section 1415 of the Supplemental 
Appropriation Act ? 

Mr. Vorys. 104 starts out, 

Notwithstanding section 1415 of the Supplemental Appropriation Act, or any 
other provision of law, the President may * * * enter into agreements— 

and so forth, but as I understand the law that I have read you from 
103 (a) and (b), it provides for reimbursement. 

Chairman Hays of Arkansas. I was about to suggest that we have 
taken as much time as we should on that point. T think you have 
rendered a service in raising the point, though, because it will come 
into the debate on the amendments of Public Law 480 that will be 
considered shortly and we need to be informed. 

Mr. Sevpen. Mr. Westphal, do you have any comment on this sub- 
ject ? 

Mr. WesteHaL. My memorandum dealt only with the Educational 
Exchange Act. 

Mr. Vorys. Would the gentleman yield once more ? 

At the hearings on the mutual security program last year, we dedi- 
cated one day to a study of what had been done on agricultural sur- 
pluses. 

Mr. Setpen. That is correct. 

Mr. Vorys. And ICA under section 402 and the agricultural peo- 
ple under Public Law 480 sat here and—at least I felt that neither of 
them gave much indication that they knew what the other one was 
doing. This committee cannot proceed intelligently in this field 
unless we know what is being done with respect to foreign aid, out of 
agricultural surpluses, no matter what law they are provided under. 

Furthermore, we can’t decide upon the need for foreign aid until 
we know the amount spent by our military abroad which provides 
dollars for other countries. We have to go into that and drag that 
information out of the Defense Department. 

Mr. Serpen. I’m sure you understand the point I am trying to 
make. If there is any place in the foreign-aid program or in the State 
Department or anywhere else that Public Law 480 funds are being 
spent, these funds should be appropriated through that department 
and then credited to the Commodity Credit Corporation. 

Mr. Vorys. It is done in 480. 

Mr. Seipen. In some instances it is being done. In other instances 
it is not being done. 

Mr. Vorys. No. 

Chairman Hays of Arkansas. This shouldn’t be charged to your 
time. Do you have any other questions ? 

Mr. Seipen. I will yield the floor. 

Chairman Hays of Arkansas. I believe we should pursue this point. 
Has the witness anything further to say on that? 


Mr. Ketuer. No. 
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Chairman Hays of Arkansas. Mrs. Bolton. 

Mrs. Bouron. I think I have very little to say at this point, Mr. 
Chairman. I would like to reserve a chance to get a word in later. ; 

Chairman Hays of Arkansas. Mr. Fountain. ; 

Mr. Founrarn. No questions. 

Chairman Hays of Arkansas. Mr. Fulton. 

Mr. Fuuron. I have just one question. It is a summary question 

which can be answered yes or no and then qualified later if desired. 
There has been a blunt statement that over half of the funds that the 
American people put into the ICA program in Iran have been wasted. 
Is that correct or not? I would like a direct answer. I would lke 
an answer, today. 

Mr. Keuier. I would like to give you a yes or no answer but I cannot. 

Mr. Furron. Will you please answer the vital question by a state- i 
ment that you submit later to be inserted in the record at this point ? 

Mr. Kerr. I will be glad to submit a statement. My feeling is 
right now that we are not in a position to either say “Yes” or “No” on 
that but we will certainly give the matter consideration. 

(The information requested appears on p. 108.) 

Mr. Fuurox. What concerns us on this committee is that broad 
statements have been made which are widely printed and recorded 
and become the public knowledge and background on this program. 
Unless problems are met with affirmative evidence or refuted cate- 
gorically, it does cause a grave doubt over the programs generally. 

What is the method in an organization such as yours in giving us 
the facts so that we have something to go on, on these points that are 
raised? J] might say to you these charges are like gevsers or rockets. 

They just sprout up every place. What is the answer to this pro- 
cedure? How does this committee meet those problems when the 
committee does not have anything other than illustrative samples of 
Rips ie BEOBr ams are going tobe? These critics use your Comptroller ) 
General’s figures to say that over 50 percent of the money the American 
taxpayers have put into Iran under the ICA program has been wasted. 

Mr. Keiier. I don’t know the complete answer. I think part of 
the problem that you are dealing with is this. Given a set of facts, 
people interested in the field, or interested in the program, arrive at 
different conclusions. You might arrive at one conclusion and I might 
arrive at another one, with the same set of facts. 

I think you are dealing with individual opinions. I might have 
an entirely different opinion than you might have, and the same would 
apply to all of us around this table. 

Mr. Furron. The great inference is, having used your position and 
your figures, that you somehow agree with it. The question is, do 
you know whether you do agree / 

Mr. Ketter. I would like to make one thing clear. As far as I | 
am aware the statement that 50 percent of the money was wasted 
was not based on our figures. 

As I recall the statement this morning it was based on a conversa- 
tion with officials of the State Department and ICA. I would like 
to make it clear that we had no part of that. 

Mr. Fuuron. And not based as far as you know, on any supporting 
figures that you might have given, that the inference could be drawn 
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that such is the case, that 50 percent of the ICA funds in Iran were 
wasted ? 

Mr. Krier. Absolutely not. 

Chairman Hays of Arkansas. Mr. Farbstein——- 

Mr. Farsstrtn. When the exigencies call for money to be thrown 
into an area—it may have been in Iran in the beginning because of the 
difficulty there—aside from those questions, in your statement you 
seem to take umbrage with broad use authority. You say that— 
planned activities adequately described are fully supported by their economic, 
military, or political merits. 

Are you satisfied that we rest solely upon the discretion of the ICA, 
insofar as determining the economic, military, or political merits are 
concerned, or-do you believe that ther e should be some means of check- 
ing up on these economic or military merits ? 

Mr. Keuier. Our suggestion is that some projects can be more 
fully presented and documented before this committee, both at the 
time they are planned for initiation and as they progress. In that way 
we visualize the committee could keep pretty close track of the major 
projects not in the emergency area. 

Obviously, you cannot ke ep track of some 1,500 projects that might 
be involved. That is why we emphasize major projects. 

As to the emergencies, we recommend you consider handling these 
by an emergency ‘fund to the President and recognize it as such. We 
think one of the problems in the administration of the mutual security 
program has been that both the projects that are susceptible to rather 
precise planning and emergencies have been handled under single ap- 
propriations. 

Mr. Faresrein. Let’s take the program aside from the emergen- 
cies. 

Do you think that this committee should accept the recommendation 
of the ICA as to the need or the desirability of the planned project 
without in any way questioning the ICA? 

Mr. Ketirr. I think you certainly should question it. 

Mr. Farssterx. Where do we get sufficient knowledge as to the 
merits or advisability of a dam in any one area ‘ 

Mr. Keuurr. I think it must be fully described and documented in 
the program presentation, and that the committee should go into it 
as thoroughly as possible. 

Mr. Farestrern. That is the point. How thoroughly can we go in 
when we know nothing about a situation in a particular area except 
from that which is presented to us by the ICA, and we either have to 
accept their recommendation or reject it without any independent 
knowledge ¢ 

Mr. Kerier. Well, I don’t agree that you have to accept what is 
presented to you. It may be that you would want some expert know]- 
edge or your staff, or from other sources that might be available to you, 
to he Ip you evaluate the project. 

Mr. Farestrern. You will recall I asked Mr. Hardy this morning in 
connection with the advisability of having any experts attached to the 
committee, and I would like to get your reaction. 

Mr. Keuxer. I think that the only way this committee, or any com- 
mittee of Congress, is going to be able to make an independent judg- 
ment of our programs is ‘by their own independent investigation, 
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through questioning and study of all information that is available on 
the subject. 

Otherwise, you take the position that you are merely going to ac- 
cept what is presented to you. 

fr. Farsste1n. Then it is your opinion the committee should have 
some technical experts attached to it? 

Mr. Kerrier. You are a little out of my field, here, but that is my 
personal opinion. 

Mr. Fuuron. Will the gentleman yield? 

Mr. Farrsrern. Yes. 

Mr. Futron. Under previous Congresses there was a congressional 
joint watchdog committee under the Marshall plan setup. I believe 
Mr. Vorys and I were both on that committee. 

Would you comment on that? That was a joint committee doing just 
about what you are inferring should be done here. 

Mr. Farestetn. Except that the Government Operations Commit- 
tee is the watchdog committee in this instance; isn’t it? They are sup- 

osed to check, and the only difference is that in both instances—I 
imagine, although I don’t know directly—the watchdog committee 
supervised and the Government Operations Committee is also sup- 
posed to supervise; they have functions which are the same. The only 
distinction is that there are ordinary individuals, Members of Con- 
gress, who perhaps have no technical knowledge or experience, which 
I feel should be fortified by some technical knowledge of experts. 

Mr. Fountarn. Would the gentleman yield? 

Mr. Farsstern. I yield. 

Mr. Fountatn. I think one of the troubles about the work of the 
Government Operations Committee is that it is able to close the door 
to the stable only after the horse has gotten out. 

What you had in mind Mr. Farbstein, was a sort of preaudit or 
study not to the full extent but along the lines, or similar to what 
the Government Operations Committee does after money has been 
spent. 

This would help us to determine whether or not the funds ought 
to be authorized in the first place. 

Mr. Farestern. Exactly, that’s what I had in mind. 

Chairman Hays of Arkansas. Mr. LeCompte—— 

Mr. LeComrre. The questions I had have already been asked and I 
pass at the moment. 

Mr. Vorys. Would the gentleman yield ? 

Mr. LeCompte. Yes. 

Mr. Vorys. I think some of the questions some of the newer members 
have asked indicate they think that we have no information at all 
about the projects. We have voluminous information. These gentle- 
men here mention that there are 1,500 different projects. We have 
information, we feel at times it is insufficient and it may be, but in 
their recommendations they make separate recommendations for 
major and minor projects. 

One of the things we have to do in order not to go crazy in the next 
6 weeks, and I think perhaps the agency too, is to consider the pos- 
sibility of cutting down the number of projects so that they are all 
good ones and that each of them can be investigated. 

Mrs. Bouton. Will the gentleman yield ? 

Mr. LeCompte. I will yield to Mrs. Bolton. 
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Mrs. Bouron. Who decides on these projects? Who decides whether 
they should or should not be done ? 

Mr. Staries. Within ICA ? 

Mrs. Botton. Is it within ICA only ? 

Mr. Sraptes. They usually originate at the program level. They 
come from the country mission. A program comes into the Washing- 
ton office of ICA where it is given review, again. The final decision is 
made in Washington as to the advisability of a particular project, if 
it is a new one, or the extent to which it should be continued if it is a 
continuing one. 

Mrs. Botton. What do you mean by Washington? What offices 
of ICA? 

Mr. Srartes. A good many of the organizational units of ICA in 
Washington play a ‘role in it. The Office of Pr ogram and Planning 
isone. I think the Operations Division is another one. 

Mrs. Botron. Do they really havea plan? Do they have a program 
for the world of the type of thing they feel this country can do or 
should do, or is it a case of each coming in and then a general solution 
found? 

Mr. Srapries. The Regional Program Division takes one measure 
and possibly the whole project will be referred to different organiza- 
tional units. 

Mrs. Boiron. If there is a director out there, then he must have 
been part of some original plan. 

Mr. Srarzes. That is r ight. As I stated before, the plans generally 
originate at the country mission. 

Mrs. Borron. Who sends the country mission out ? 

Mr. Sraptes. ICA, Washington, establishes a country mission and 
a mission director is ‘appointed by the Director here in Washington 
and other employees—— 

Mrs. Bouton. Is there an executive committee in ICA where one 
may have confidence in their judgment that they know something 
about the country and know the general plan of the State Department 
and the administration ? 

Mr. Starters. They are presumed to have a knowledge of that within 
the geographic areas of their responsibilities. In other words, the pro- 
gram director for E urope is presumed to have a general speaking 
knowledge of different countries in Europe and the programs that go 
on there. 

Now, just how much knowledge he has varies with different incum- 
bents of the office. But my understanding is that ICA at least strives 
to attain it, anyway. In some of the countries it is not so easy. 

Mrs. Borron. On the basis of some new projects they are going to 
want to put into Africa, I was wondering how that was going to be 
done. Very little is known in Washington about Africa. 

Mr. Srartes. I don’t think ICA has any rigid policy on those things. 
I think in their own judgment where they are desirable— 

Mrs. Borron. That is just the thing—“in their own imdemnents” 

How much do they confer with the administration and State De- 
pe cba ah 2 

Mr. Sraptes. That isn’t something we know. 

Chairman Hays of Arkansas. Mrs. Church. 
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Mrs. Cuurca. Mr. Keller, I wanted to proceed along. two lines, if I 
may. First of all, if I understand the procedure, you were requested 
by the Appropriations Committee to report significant facts that you 
discovered in checking the operation of an agency. 

Mr. Kerrier. That is correct. 

Mrs. Cuurcu. You do so report ? 

Mr. Ketter. Yes. 

Mrs. Cuurcu. Do you also report to the agency, at the time that you 
report on it to the Appropriations Committee ? 

Mr. Ketter. In most cases our points have been taken up with the 
agencies, either informally or in the form of an audit report that may 
have been sent to the agency. 

Mrs. Cuurcn. But under your powers you do not have the right to 
put pressure on the agency to conform—or do you have that right? 

Mr. Ketuer. In cases such as we are dealing with here, administra- 
tion and budget presentation, suggestion is the only course we have. 
We have no right to direct and I don’t think we should have. 

Mrs. Cuurcn. In other words, if the Appropriations Committee 
takes no action and the agency or department takes no action, nothing 
happens; is that right? 

Mr. Keturr. That could be the result. 

Mrs. Cuurcn. Next year you can report again and nothing need 
happen. 

Mr. Ketirr. That is correct. 

Mrs. Cuurcn. If we did not invite you to come here, would you 
have felt free to come to us with the statement that you have given us? 

Mr. Ketuer. We probably would not have unless we had an indica- 
tion that the committee wanted to hear us. 

Mrs. Cuurcn. Mr. Chairman, if we have a watchdog group in Gen- 
eral Accounting which reports to the Appropriations Committee on 
findings which that committee requests, certainly this committee which 
is concerned with such findings should have them. TI do not know 
what we can do about it, but I think it is something that we should 
think about. 

My next question is along a little different line. Mr. Keller. I 
thought Mr. Vorys made a very good point this morning. He pointed 
out that one difficulty in presenting “firm” programs lay in the fact 
that the representatives in the field claim that they cannot make a firm 
commitment with any of the host countries if they do not have the 
actual authorization in their hand. I can see how that might so, 
but is there any way in which that might be avoided? How, if the 
agency came in to suggest firm programs, would you get weenie this 
basic difficulty ? 

Mr. Ketrrr. I would like to have Mr. Staples answer that. He has 
been out in the field and is closer to that part of it than T am. 

Mr. Srartrs. Mrs. Church, we don’t think of the word “firm” in 
terms of an absolute, irrevocable commitment between two countries. 

We look upon the situation in substantially all countries as one in 
which the recipient government has what you might call a shopping 
list, or at least a plan of organization for its own economic develop- 
ment. That encompasses various types of projects. In the course of 
the day-to-day relations between our country mission out there and the 
recipient government, there is or should be an exchange of views as to 
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desirable projects, projects which the government wants to undertake 
and projects which we think are re: asonable and feasible. 

It is within that framework that we believe that the agency should 
be able to set down a specific list of projects which they propose to 
undertake. 

Mrs. Cuurcu. I would certainly agree that such would be advisable. 
I am merely asking, then, as to possible procedure. Would the agen- 
cy come to us in the spring, for each country and say: “Here are per- 
haps 20 projects. The rec ipient country will accept any of these or 
all. Which will you approve ?’ 

Mr. Srartes. We did not have that in mind, but that is one way of 
doing it. What we had in mind was that the administration itself 
would make its judgment as part of its own responsibilities as to what 
it considers most desirable, and that the projects are for the benefit of 
that country and in keeping with our own interests in that particular 
country. 

Mrs. Cuurcu. J think that it would be admirable if it could so work ; 
but I have to admit that Mr. Vorys made quite a point in demonstrat- 
ing the difficulty. 

Dr. Westphal will corroborate me if Iam wrong. I remember one 
instance, when we were in Indonesia in 1953, when the directors of the 
program begged us not to suggest any projects from Washington, on 
the ground ‘that the country had came up with no plans. W hen we 
arrived in W ashington, however, we found that “Washington” had al- 

ready sent money in to establish a motion-picture agency, which has 

called for considerable criticism since. 

Mr. Sraries. In some of the remote countries they are not pre- 
pared to present a shopping list, or a worked-out form of program. 
To that extent I think the agency has tried to assist them in deter- 
mining what would be best for the country. 

Now, of course, those things involve diplomatic relations which 
sometimes can be very sensitive, and it has to be approached that way. 
But we feel that the great bulk of the program can be presented in 
terms which I have just described. I think possibly the thinking, the 
conversation on it has revolved around a feeling of finality or firmness 
about it, which we didn’t have. 

Mrs. Cuurcu. Mr. Chairman, I think I have used up my time. I 
would like to go back to my first suggestion as to how we can find 
some way to make use of the valuable material this agency has and 
which it does not feel free to present to us, unless we ask for it. 

Mr. Ketrier. I would like to make a comment. All of the reports 
we have made to the Congress on the ICA program—there have been 
6 or 8 in the last two years—were furnished to this committee. 

Mrs, Cuurcu. Does that include the report Mr. Hardy referred to 
this morning on Iran ¢ 

Mr. Stapries. Yes, 

Mrs. Cuurcn. Have we had that since it was issued ¢ 

Mr. Starters. Yes. It has been our policy that any report we send 
to the Speaker, a copy is sent to the interested Legislative and Ap- 
propriations Committees of both Houses. 

Mrs. Cuurcn. That is very interesting. Thank you, Mr. Chairman. 

Chairman Hays of Arkansas. Mr. Bentley. 

Mr. Bentiey. Mr. Chairman, before I direct any questions to the 
witness, I wonder if the staff would identify a document which we 
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have had before us for the last day or so entitled “Reply to GAO staff 
Memorandum, January 9, 1957,” et cetera. It is written on committee 
stationery. 

Who is this document from? I don’t think it has been identified. 

Mr. Crawrorp. We asked for this and got a carbon copy, which we 
understood was a fourth carbon of which the original and the other 
carbons had been given to the Comptroller General. We ran off a few 
copies on the Thermofax for the staff to look over in a hurry and then 
mineographed it so it would be clear enough for the members to read. 
We got it from ICA. 

Mr. Bentiey. Can you tell us who the author it # 

Mr. Crawrorp. No, sir; I don’t know. 

Mr. Bentiey. On the third page it speaks in the first person. 

Chairman Hays of Arkansas. It went with a cover ing letter from 
Mr. Hollister and we don’t know. I think Mr. Keller can enlighten 
us on that. 

Mr. Ketier. Yesterday morning we received a letter dated May 22 
from Mr. Hollister which is very short and if I may I will read it. I 
think it will explain the matter you are talking about. The letter is 
addressed to the Comptroller General : 

Attached are three copies of a memorandum prepared by my staff in response 
to a paper you sent to me on January 9, 1957, entitled “Review of Presentation of 
Nonmilitary Mutual Security Program for Fiscal Year 1957.” 

The attached memorandum is an analysis of recommendations in your paper 
as well as a statement of ICA’s reaction to each. Though I have not been able 
to accept all of your proposals, I would like to thank you once again for this fine 
study, to assure you that it has been of real assistance, and to welcome any 
further comments or suggestions you may have for improving the effectiveness of 
the mutual security program. 

Yours very sincerely. 

Mr. Bentiey. Have you or the General Accounting Office had 
chance to study this reply ? ¢ 

Mr. Keiier. Not in detail. When I returned to the office yesterday 
afternoon the letter had been received. In running over it, my per- 
sonal view would be that ICA thought about 50 percent of our recom- 
mendations were good and indicate they will consider changes to adopt 
these recommendations. 

Mr. Bentiey. Mr. Chairman, I would like to suggest if at any 
time in the future GAO is prepared to submit comments on a docu- 
ment in writing, the committee would be interested in receiving the 
same. 

Mr. Ketirr. In the event we decide to comment we would be very 
glad to furnish our comments to your committee. 

Chairman Hays of Arkansas. One of Mr. Hollister’s assistants, Mr. 
Murphy, is here. I wonder if he wishes to interject a comment on the 
matter we were just discussing ? 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Mourpny. I prefer not. I understand I am to be before your 
committee tomorrow morning on the stand and, if it is agreeable to 
you, I would prefer to defer it. 
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Mr. Founratn. Does the GAO submit a copy of these reports to the 
Government Operations Committee ? 

Mr. Keiier. Do you mean regular audit reports ? 

Mr. Founrain. Dealing with foreign aid and the mutual security 
program. 

Mr. Keiier. Yes; we do, 

Mr. Founrarn. In the subcommittee I happened to be chairman of, 
we get such reports on agencies within our jurisdiction from the Gen- 
eral Accounting Office, I am very anxious that our staff go through 
all of these to see if there is anything the committee ought to check 
into, I expect some of these reports may have resulted in the investi- 

gation which was made by the Hardy subcommittee. 

Mr. Kenirr. Yes; they do. As Mr. Hardy mentioned this morning, 
our Iran report was the basis for the committee’s inquiry. 

Mr. benriry. Mr. Keller, on page 9 of your statement that you 
made yesterday morning, you mentioned the fact that you thought 
that the future program estimates of ICA should be screened more 
critically, particularly to determine whether the recipient country 
was capable of doing something more than executing agreements to 
obligate new funds. 

Was it the impression of you gentlemen that the recipient countries 
have been asked to take, for example, programs beyond their capability 
of absorption ¢ 

Mr. Sraries. I wouldn’t say that they have been asked but, as part 
of the overall program, the programing on both sides appears to be 
somewhat optimistic in that the recipient country thinks it is capable 
of doing more than it is capable of doing, and the same thing on the 
United States side, and that is the inference we were trying to get 
over in that. 

Mr. Bentiey. Would that indicate the same question Mrs. Church 
was raising as to a lack of advance conversation or negotiation without 
firm commitments between our representatives and theirs? 

Mr. Srarues. I think that probably has something to do with it. 
I think probably there is not as much interchange and agreement and 
arrangement and planning before the fact as there might be. 

Mr. Bentiey. I just have one more question, Mr. Chairman. On 
the final page of Mr. Keller’s statement of yesterday morning, page 
20, he spoke about the size and the est: ablishment of a so-called con- 
tingency fund to meet emergencies. 

In this document to which I referred earlier, the ICA raises a ques- 
tion as to the possibility of Congress approving a contingency fund 
large enough to meet all emergencies. Is it the thinking of you gentle- 
men that the contingency fund would be set up to cover all possible 
emergencies, and any emergencies that arose that could not be covered 
by the fund, that the ICA could come back for a supplemental ap- 
propriation ? 

Mr. Srartes. That would be the general idea; yes. 

Mr. Bentiry. You think a fund could be set up to meet all reason- 
able emergencies in the foreseeable future ? 

Mr. Srartes. That is the idea we suggested for the committee to 
consider. 

Mr. Bentiry. And then the agency would also have the right, if 
something arose that the emergency fund could not cover, to come back 
to the Congress. 
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Mr. Sraptes. That is the general idea, yes. We feel that beyond 
a certain amount Congress would establish for an emergency fund, 
if the emergencies get to such a level that they go beyond that, then 
we think it is time to consider going back to the Congress for more 
money. 

Mr. Benttey. Is it your thinking that such a fund should be world- 
wide in scope or that it should be an area allocation or even possibly 
a country or project allocation ? 

Mr. Sraries. There are various ways of doing that. We have no 
strong feelings about it, but my own personal opinion is that a single 
emergency fund would probably be more manageable and more flexi- 
ble. 

Mr. Bentiey. With authority to transfer from any part of the 
world to any other part of the world? 

Mr. Srapies. That is right. You could establish one emergency 
fund to cover any part of the world or on a geographic basis with au- 
thority for transfer in between which would work out to the same 
end. 

Mr. Bentiry. Thank you, Mr. Chairman. 

Chairman Hays of Arkansas. Do Mr. Selden or Mr. Fountain 
have any questions? 

Mr. Setpen. You spoke about a program being feasible or not feasi- 
ble. What criteria do you use in determining the feasibility of the 
program ? 

Mr. Sraptes. It is ICA who determines it. We do not consider our- 
selves technically competent to determine the feasibility of a particu- 
lar project. Although we do not preclude the possibility that we 
might, in a very bald case that would be obvious to any layman. We 
do not exclude ourselves from looking at that aspect of it but gen- 
erally that is not paramount with us. We consider that to be a func 
tion of ICA, in which we are not generally competent to cover. 

Mr. Setpen. You determine it purely from a layman’s standpoint ? 

Mr. Srapres. That is right, and it would prob: ably have to be a very 
obvious case of a poor, or ill-considered project before we could say 
to the agency “This is not the kind of a project you should have.’ 

Mr. Sevpen. Thank you. 

Chairman Hays of Arkansas. Mr. Fulton 

Mr. Futon. Could I ask you a question as to these emergency funds 
that you are speaking of? TI had understood you were originally ap- 
pearing, saying that the amount should be tied down more, planned 
more, rather than hav ing merely illustrative programs that were just 
shown by way of explanation. I believe vou recommended that the 
planning be set on authorized programs. But then I can’t understand 
your position where you might be saying you are taking an emergency 
fund and expanding it to include places that are not really emergencies 
under the present form. That would seem to me to be just t: aking off 
the wraps and m: aking an extreme form of convertibility in a big fund 

called “E mergency. “Can you correlate the two for us? 

Mr. Sraprtes. We look upon the mutual security program as being 
divisible into two sections. One is the plannable activities. Those 
would be the development projects which would be undertaken regard- 
less of any emergency situation. The regular kind of a program that 
we would plan as part of the economic assistance or foreign aid. 
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There has been injected into the mutual security program over the 
past several years by virtue of the conditions in the world, certain 
emergencies that come up from time to time which nobody can foresee. 
They manifest themselves in demands upon the mutual security funds 
to meet those problems. 

What we say is that for the plannable sections of the program you 
should have an appropriation. I should preface that by saying that 
condition has prejudiced the presentation of a program with a degree 
of solidity about it that would offer assurance that this is the type of 
program that is going to be carried out. 

Mr. Fuuron. Would you then be cutting out the illustrative method 
of presentation to this committee by making those particular pro- 
erams definitely defined and authorized in a separate section ? 

Mr. Srapies. That is right. We say if it is possible to take out of 
the plannable activities, the emergency considerations which make 
these demands upon the funds so that these plannable activities can not 
be carried out or must be diverted, you then put yourself in a position 
where you can do a better job of planning and specifically lay down 
the kind of projects and undertakings that are going to form your pro- 
gram for the coming year. 

To that extent we think everything should be as specific as reason 
will permit. 

Now when we get over on the other side, you have emegencies and 
nobody knows what they may be. There is the theory that they are 
going to have emergency conditions arising in the world that we have 
today, simply because they have been arising every year for the past 
3 or 4 years. 

Mr. Furon. In those programs then that you would call emergen- 
cies, you would include not only the emergencies as we have defined 
them under the current legislation, but also what might be indefinite 
or illustrative programs that might be subject to change because 
events change ? 

Mr. Sraries. We do not visualize that. We visualize that what 
would be put into the plannable program would be those things which 
they honestly and sincerely expect to carry out. If any of those for 
one reason or other cannot be carried out and if the Congress decides 
that it does or does not want to grant a degree of flexibility for change 
of those, there are several ways in which that situation could be met. 
The agency could come up to a congressional committee and say “This 
particular project for which we had $3 million planned, it didn’t work 
out for one reason or another. We want to substitute that for this 
project.” You can do it that way or make it more rigid. If Con- 
gress wants to they can say “If any of these projects do not work out, 
the money will not be used.” 

Mr. Futron. We would not get into the same difficulties the Armed 
Services Committee got into w hen they wanted to specifically approve 
through the chairman any projects over a certain amount involving 
military construction. Do we get into that difficulty on this com- 
mittee ? 

Mr. Srapies. You could. 

Mr. Ketier. It depends. I think you. would run into trouble if 
you required in the law that a specific project come back and be ap- 
proved by the chairman. On several occasions the constitutionality of 
such a provision has been questioned. 








72 MUTUAL SECURITY ACT OF 1957 


Chairman Hays of Arkansas. Mrs. Bolton ? 

Mrs. Borron. No questions. 

Mr. Vorys. Is your report based on any examination of the execu- 
tive session transcript in our committee? I guess those are not avail- 
able. 

Mr. Srarres. Those are not available, Mr. Vorys. 

Mr. Vorys. I understand they could be made available. Did you 
examine the material presented in the hearings, or the hearings them- 
selves ? 

Mr. Srapies. We looked at the public hearings. 

Mr. Vorys. Your recommendations are based on the big books we 
get each year and the public hearings; is that correct ? 

Mr. Srarres. That is correct. 

Mr. Ketrrr. As I said yesterday, we didn’t have all the informa- 
tion that you have. We realize there may have been other informa- 
tion you have that we do not have. 

Mr. Vorys. Here is our problem: Since the people who run ICA 
aren’t God Almighty, and since, as you point out, the budget proposal 
starts nearly a year ahead—for instance for next year, as I understand, 
these field agencies are being asked to submit their shopping list now, 
or before now, what happens is that you have plannable projects of 
A No. 1 priority. Then you have got some other projects if they 
get the money. Then you have got emergencies that nobody could 
anticipate. 

You then have a fourth category of plannable projects and during 
the 18 months they either can’t be done or else they lose their first 
priority. 

For instance, in this year on the Middle East hearings, we were 
told in the committee that we were going to have available $200 mil- 
lion, without any new appropriations. We said “Well where can you 
get that money?” They said, “Well here are a whole lot of things 
we presented as illustrative programs and we just haven’t done them.’ 
Some of those I think were possibly on the phoney side. 

Maybe I shouldn’t use that word, but they were just sales talk to 
the committee. 

Some of them looked like awfully good ideas last year but in view 
of the Middle East situation they marked time and some of them were 
deliberately stopped because of the Middle East situation. 

Now we are so anxious around this table to get the judgment of 
you gentlemen. How can we pass a law that is going to take care of 
those situations which are not clearly plannable or emergency but 
which slide in between because of human frailties, and the fact that the 
naughty world whirls around, things change. 

How can we work that? 

Mr. Srartes. I don’t think you will ever find a perfect answer to it, 
Mr. Vorys, for the simple reason that the world does drift on and 
things have to be planned in advance. 

Even if the plan was made 2 or 3 months ago, it is still easy for 
something to happen in the meantime and disturb the planning. 

I think we have to remember, too, that the economic side of the 
mutual security program for the large part is a flexible thing. There 
is no doubt that as far as needs go you could spend a lot more money 
than what we are spending. By the same token, if things of a higher 





MUTUAL SECURITY ACT OF 1957 73 


priority, such as the Middle East emergency, come up, then obviously 
other programs assume less priority. 

The Middle East program ' analogous to the emergency fund we 
have in mind. This Middle East situation happened to command 
more money than is involved in the usual emergency that comes up. It 
: that matter the President took up with Congress. It is that type 
of thing we have in mind. It would establish an emergency fund of 
a certain amount to take care of these emergencies, You aie then 
go ahead with a plannable program. That doesn’t mean that the 
plannable program is going to work out 100 percent either, but it gives 
you far greater orderliness and a source of accountability and a stand- 
ard to go back to the point that you started from, and it would be con- 
siderab ly better. 

Mr. Vorys. What do you think about this sentence on page 6 of 
the Hardy report, at the bottom of the page? After mentioning the 
ICA complaints that their progress is necessarily slow because of 
negotiations with foreign governments, the report says this: 

If the negotiations were carried somewhat further before funds were requested, 
then it would appear that both the estimates would be better founded and that 
implementation of approved programing could be accelerated. 

My own surmise is that that is probably what the Hardy committee 
and you fellows mean by firmness in the program. 

Mr. Keirr. To a degree. 

Mr. Vorys. And that that is one of the answers to this problem. 
What do you think about that ? 

Mr. Srapues. I think what the committee is directing itself to there 
is the implementation of obligations after they have been made, There 
is a certain slowness in imple mentation which is what the paragraph 
starts out to say and the whole thought we have had in that direction 
is that, and with respect to the technical and administrative aspects 
of planning a particular project, those should be worked out and 
firmed up as much as possible before you get to the point where you 
actually commit the funds for that particular project. 

So that as soon as you make an agreement which Cae the 
funds, you are then, within a very reasonable time after that, ready 
to go ahead with the physical limitation of it and not senha your 
planning and agree on a lot of details afterward, which causes a slow- 
down in the actual implementation, 

Mr. Vorys. I am pulling this out of context in a way, but don’t 
you agree with the suggestion that if they negotiate a little further 
before they request funds from Congress, that the implementation 
would be accelerated a little bit ? 

Mr. Sraries. That is what the committee report says, yes. I am 
not in a position to say what I think of that particular phase of it. 

Mr. Vorys. Thank you very much. 

Chairman Hays of Arkansas. The committee will adjourn until 
10:30 in the morning, at which time we will hear representatives of 
the ICA, 

(Whereupon, at 4:10 p. m., the committee adjourned to reconvene 
at 10:30 a. m. Friday, May 24, 1957.) 
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Hovusk or REPRESENTATIVES, 
CoMMITTEE ON ForreIGN AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, at 10:40 a. m., in room G-3, 
the Capitol, Hon. Brooks Hays (chairman of the Committee of the 
Whole on Foreign Economic Policy) presiding. 
Chairman Hays of Arkansas. The committee will resume its session. 
This morning we are very glad to have Dr. John H. Ohly, Deputy 
Director for P rogram and Planning of the ICA, and Mr. John 
Murphy, Controller, ICA, who have helped us in previous hearings. 
Mr. Ohly, we are glad to have you. You may proceed as you wish. 
I believe you have indicated you do not have a manuscript. If you 
care to proceed informally with the presentation, we will be very glad 
to have you do so. 
You know, of course, in general, what the committee at this stage 
is interested in. I am sure that you are prepared to respond to that. 


STATEMENT OF JOHN H. OHLY, DEPUTY DIRECTOR FOR PROGRAM 
AND PLANNING, INTERNATIONAL COOPERATION ADMINISTRA- 
TION 


Mr. Outry. Mr. Chairman and members of the committee, it is a 
pleasure to come back before this group again. I very much welcome 
the opportunity of discussing with this group some of the various 
proposals which were presented to you by representatives of the 
General Accounting Office the other day. 

As your chairman said, I have no formal statement. But I would 
nonetheless like to make some rather extended opening remarks 
because I feel that, if I deal with this problem rather broadly and 
place it in perspective, this will make it a lot easier to answer the 
questions which you have. 

ICA welcomes the report of the Comptroller General. It also wel- 
comes the fact that this committee is going into the problems raised 
by the Comptroller General, because we believe, as I am sure you 
have learned over the course of the last few years, that there is prob- 

ably no other job in the world today, except possibly running the 
United States Department of Defense, which is as complicated as the 
operation of the mutual-security program. 

I hardly need recount the fact that this program operates in some 
60 countries of the world, is concerned with all manner of military, 
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economic, and political problems, and involves more than 2,000 going 
projects, and that the problems of managing this program and the 
problems of presenting it to the committees of Congress are very great. 
Therefore, any help we can get in doing a better job in our manage- 
ment or in our presentation is certainly welcome. 

At this point I might recall the fact that ICA, FOA, MSA, and the 
other organizations which came before them have customarily fol- 
lowed the practice of consulting with this committee and its staff as 
well as with the members and staff of other committees primarily con- 
cerned with our congressional presentation, with respect to the form, 
type, and manner of presentation which would be most helpful to the 
committee in passing Judgment on the program proposals that we 
make. 

I can recall as far back as 1950 sitting down with Mr. Vorys, Mr. 
Mansfield, and Mr. Kee, the then chairman, to discuss one of the 
firsts MDAP programs and to map out in detail with them the general 
order of presentation which should be made to the committee and the 
kind of information the committee would want. That is a practice 
we have followed in the last few years, and the program presentation 
books which you have received each year have to a large extent. re- 
flected such consultation. 

There are two ways of looking at the report that was submitted by 
the General Accounting Office. That report contains two types of 
things. In the first place, it contains certain conclusions concerning 
facts or as to the existence of certain conditions. 

In the second place, it contains various proposals as to courses of 
action which should be followed by ICA and other agencies which are 
involved in this program. 

I don’t propose, today, to go into great detail with respect to the re- 
port’s conclusions of fact or its conclusions as to conditions. I see 
no point in getting into arguments as to whether project A in Lebanon 
was overfinanced to the extent of $200,000 or whether project B in 
Korea should have been more properly described in the program pres- 
entation book for fiscal year 1957. It is pointless, because I would ad- 
mit at the outset that we know, as you know, that in this program, 
which has grown up rapidly, under the most difficult circumstances, 
and in many different places in the world, one can find instances in 
which there has been overfinancing, both in the past and probably at 
present. 

The important thing is to recognize that overfinancing is a problem 
that requires attention—a problem that we ought to try to get hold 
of by setting up proper controls and check points so that we don’t 
find ourselves in the position of asking for more money to carry out 
projects than we can effectively use in any year. 

I will come back to this subject of overfinancing later and pursue 
it further. At this point I just wanted to indicate that I did not pro- 
pose today to get into a debate, except possibly in 1 or 2 cases, on 
validity or inv: alidity of the particular illustrations used by the Gen- 
eral Accounting Office to prove points. In fact, I could give you other 

valid illustrations of all the points which are made in the GAO report, 

and I could give you a list of the many ways in which, as a result of 
our own deliberations, we are trying to improve the congressional 
presentation this year, and of further improvements that I have al- 
ready thought of that we can make in the presentation next year. 
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The important things that I want to deal with are the proposals of 
the General Accounting Office. They fall into three major categories. 
First, there are the proposals which have to do with improving the 
methods by which we develop the program that is presented to you. 

Second, there are the proposals which h: ave to do with the improve- 
ment of the manner in which the program is actually presented to the 
committees of Congress. It is on proposals of this character that the 
major emphasis of the General Accounting Office report is placed. 

Finally, the General Accounting Office makes a number of substan- 
tive recommendations with respect to the nature of the program, and 
particularly a recommendation concerning whether, in order to take 
care of emergencies, the annual program should include a large con- 
tingency fund in lieu of the present provisions for this purpose con- 
sisting of a combination of a smaller emergency fund and the kind of 
transfer authority that is now included in our legislation. 

I shall deal with all three of these proposals in order. But, before 
actually going into their substance, I would like to make one general 
observation. 

The proposals which the General Accounting Office makes are not 
new proposals. They are not suggestions of things, except as to matters 
of detail, that we have not previously considered and then either re- 
jected, accepted, taken into account, or placed on the agenda for further 
consideration. However, the fact that the proposals are not new 
doesn’t mean that they aren’t useful and worthwhile. They are useful 
and worthwhile because they represent the recommendations of people 
who have been looking at our program objectively and with no ax to 
grind, and, if their judgments coincide with ours, it is confirmation 
of the fact that what we feel should be done is probably the proper 
approach. In some cases, of course, we disagree with what they 
propose. 

The fact of the matter is, however—and this is the general point I 
wanted to make—that some of the actions which they suggested in their 
memorandum are actions that had in fact been taken a long time be- 
fore their suggestions were ever written. I am not saying that because 
I am critical of their suggestions, because I think a very large part of 
them are good. 

Let me turn now to the first problem with which General Accounting 
Office deals. That is the problem of the development of the annual 
program. I propose to go into that problem in considerable detail, not 
only because I think it is necessary to do so in order properly to evalu- 
ate, and deal with, the Comptroller General’s recommendations, but 
also because I think it will be useful to you in connection with your 
later review of the 1958 program. It is basic information that you 
ought to have. 

In developing the annual program for mutual security we always 
start with the classic dilemma that faces all budget makers in the Fed- 
eral Government. That is this: Do you begin to build your program 
within a fixed amount of money that is determined at the top level 
of government and based on United States fiscal and economic con- 
siderations, and tell your programers, “Within these amounts of 
money, develop your program,” or do you go to them and say. “Here are 
the foreign policy, military and economic objectives of the United 
States abroad; what, irrespective of the cost, are the requirements in 
the succeeding year for meeting those objectives?” 

92522—57—pt. 1-6 
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That is a problem that almost every agency with a big program 
faces; it is the problem faced in the Department of Defense by the 
Joint Chiefs of Staff. It is a problem that we face, and we don’t have 
any simple answer to it. 

Some years the Bureau of the Budget has said to us, “You have a 
tentative ceiling within which to work.” We then, in turn, have said 
to our regional bureaus and they, in turn, to their country divisions, 
‘These are the subdivisions of that ceiling within which you must 
work. If you find these ceilings impossible, come back and tell us. 
But, in general, you are going to have to make a very strong case 
if those ceilings or targets are going to be exceeded.” — 

Other years we have not given our field missions any ceilings and 
have instead said, “Tell us what your requirements are, and, if those 
requirements have to be adjusted, as they probably will have to be 
because of fiscal considerations, we will do that back here in Washing- 
ton, and, because of this probability, we also want from you a state- 
ment of the priorities as among the various things that you are pro- 
posing should be done.” 

That is the basic problem that faces us each year. 

In preparing the program for 1958, the Bureau of the Budget did 
not give us any target or ceiling. In the case of the program for 
fiscal year 1957, we did operate within a ceiling. Actually, that ceiling 
was later broken because the requirements seemed to be too large to 
be accommodated within it. 

With that background, let me say, then, that the development of the 
annual program starts between 12 and 18 months before that program 
is to become effective, before the fiscal year in which it is to operate. In 
other words, in the case of some parts of our program, we started in 
January of this year to develop the program that will be presented to 
Congress next spring, and that will be executed during fiscal 1959. 

I am going to talk about this general problem in terms of the 1958 
program. In the case of the 1958 program, the process was a little 
slower in getting underway, and the first instructions that went out 
to the field on the nonmilitary portions of the program went out in 
August of last year. T would like to talk a little about those instruc- 
tions. I have brought a copy of them with me today. I would like 
to turn this copy over to the committee staff, because I think it is an 
essential document and one that members of this committee would be 
interested in examining. I can’t introduce it into the record because, 
unfortunately, it is classified “secret,” for reasons that will become 
apparent as I describe this document. 

This document, in effect, did four things. In the first place, it asked 
each of our mission directors, within the policies and general objectives 
established by the National Security Council and other top policy- 
making bodies, to lay out, not just on a 1-year basis, but projected 
over a period of 3 to 5 years, where he thought our program in that 
country should take us during that period in terms of implementing 
the policies and furthering the objectives stated in these policy docu- 
ments. We did this because of the fact that this program is not the 
kind of a program that you can look at, and make sense out of, in 
terms of 1 year of operations. A proposal to send a million dollars 
worth of military equipment in 1957 to a military force that requires 
$10 million worth of equipment in order to be effective makes no sense 
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unless there is a plan to do the whole job. If you don’t have a long- 
term plan to do the whole job, you might as well not do the 1-year job. 

We asked each of these missions to develop this longer term plan 
so that we would have something against which we could then measure 
the second thing that we asked for in this document, to wit, their 
proposals as to the kind of program which should be carried out in 
fiscal year 1957, consistent with and in furtherance of that longer term 
plan. 

The third thing which this document did was to set forth the policy 
assumptions which should be taken into account by our field people 
in developing their programs, and to list the great variety as large 
number of questions which we wished them to answer in developing 
their programs. ‘The policy assumptions dealt with such things as 
probable changes in the terms of trade, possible increases or decreases 
in the world prices for major commodities, the probable actions of 
the Chinese Communists or the Soviet in various areas of the world, 
and so forth. ‘These are things as to which an individual mission could 
not ordinarily make an informed judgment, and on which it would 
need advice from Washington. 

The questions listed represented an effort to get our mission people 
to go through a systematic procedure in developing their program 
recommendations, This procedure in effect asked, but in very great 
detail, that each mission answer the following four questions: First, 
what are the specific objectives in this country which it is important 
from the standpoint of the United States should be accomplished ? 
Second, what are the substantive problems in this country which have 
to be overcome if these specific objectives are to be achieved? Third, 
to what extent, and in what form, can United States resources con- 
tribute to the solution of the foregoing specific problems that have to 
be solved if the United States is going to achieve its specific objectives 
in this country? Fourth, what are the techniques by which those 
resources can best be supplied. Is it through economic aid? Is it 
through military assistance? Is it through technical help? Just what 
are the ways that the problem can best be dealt with? 

The fourth general thing which this memorandum did was to set 
forth the procedures to be followed in developing and processing the 
program. These procedures provided that the missions should clear 
the documents with the Embassy and discuss any military problems 
with the military assistance advisory group, covered types of data to 
be included in their submissions to Washington, and so forth. I 
have copies here of all the different types of forms which the missions 
were required to fill out. The procedures also specified that the sub- 
missions had to be in Washington by a certain date—lI believe it was 
the 30th of September or the 15th of October. 

At this point I want to make a parenthetical remark. I want to 
scotch the idea that the development of a program starts off with some 
preconceived Washington notion that this project and that project 
are the ones that the mission in a country is going to carry out the next 
year. The process is entirely the opposite one. Once your national 
objectives in a country have been established and the general direction 
in which you want the program to go in the country has been deter- 
mined, you then turn to the people in the field to give you advice as to 
how you can achieve those objectives. 
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The program proposals of each mission come in by dispatch on what 
is called a mat, so they can be reproduced in volume here in Wash- 
ington and distributed to all of the many people whom I am going 
to tell you about and who look at these programs before final decisions 
are made as to what is going into the budget. These are long docu- 
ments. They will run in some cases to several hundred pages, in- 
cluding such things as elaborate tables on the economic situation of 
the country and descriptions of the various projects that are rec- 
ommended for assistance. 

The program documents submitted at this time do not represent all 
the material that comes in. There is a continuous flow of material 
coming in from the field. For example, we don’t at this particular 
stage, ask the missions to submit all the details about every individual 
project. We do ask them what projects they think are necessary dur- 
ing the next year and for a brief description of each of these projects; 
but we don’t ask for all the engineering and backup data on those pro}- 
ects. Data of the latter type will come in in the orderly course of busi- 
ness during the next weeks and months. 

The program documents from each mission are distributed widely. 
In the State Department they go to the economic area, to the regional 
office concerned with the particular geographic area that is involved, 
and to the country desk that is concerned. In ICA they go to all the 
technical service divisions—the Industry Division, the Labor Division, 
the Health Division, the Education Division, etc. ; to all the elements on 
the management side of IC A—the personnel people, the controller's 
office, etc. They also go to the Treasury Department, the Defense 
Department, the Bureau of the Budget, and all the other organiza- 
tions that are in a possible position to ymake a contribution to the final 
budget document. 

As to any particular country, it is the job of the ICA regional office 
concerned—that is, for example, the regional office for the Near East 
in the case of, say Lebanon—to pull together the comments and recom- 
mendations concerning the country from all these different organiza- 
tions that receive copies of the documents, as well as itself examining 
the documents as the primary command organization in Washington 
covering that country, and, about 30 to 45 days after receiving the field 
recommendations, to submit to Mr. Hollister a budget book which 
reflects the final recommendations of that regional office, after taking 
into account the comments of all these other units, as to the kind of pro- 
gram, or a least as to the size of program with illustrative components, 
that ought to be undertaken in the particular country during the fol- 
lowing year. 

Those books are very similar to, except that they are more elaborate 
than, the books which we place pilin your committee each year with 
the total porgram. 

If, for some reason, the political desk in the Department of State, or 
the Treasury Department, or the ICA technical people do not agree 
with the recommendations of the ICA regional office as to either the 
size or the general type of program that is suggested for any country, 
then the regional office is under obligation to set forth what that dis- 
agreement is. 

The next step in the process consists of hearings that are designed to 
review these submissions. These hearings might be described as top 














MUTUAL SECURITY ACT OF 1957 S81 


management’s review of the proposals that have been developed by its 
staff. 

These are very interesting hearings. I think that you would like to 
know about them. They take about 3 weeks. They usually start at 
9 in the morning and, with an hour break at noon, run until 6 o’clock 
at night. They are held 5 days a week. Three or four days is spent 
on each major area of the world. 

On one side of the table, which is about the size of this table, will 
sit the regional people from ICA and the regional people from State, 
usually including, at the outset, the Assistant Secretary of State for 
that region, and in tandem, the different country desk officers as we 
move from country to country. On the other side of the table will 
sit all the other groups in Washington that might be interested in 
asking questions about, or in discussing or n aking suggestions con- 
cerning, this program. I normally preside at these sessions except 
when Mr. Hollister comes, as he quite frequently does. Accompanying 
me throughout the hearings will be Mr. Murphy, who is looking at 
this whole problem of pipeline—this whole problem of overprogram- 
ing—not only generally, but also country by country and project by 
project wherever the situation indicates that there is a problem. 

Someone from the personnel side of our organization will be present ; 
someone who can tell us, “Well, the program for Lebanon calls for 20 
malariologists; we have a total of only 40 malariologists in the United 
States; therefore, we cannot possibly recruit the 20 requested and 
carry out a program like that in Lebanon.” 

There will also be people present from each of the ICA technical 
services, so that, if anyone wants to know something about the educa- 
tion program, the public-health program or some other segment of the 
program in a country, those questions can be asked and discussed by 
technically qualified individuals. We will have people present from 
the economic division of the Department of State, and from the Under 
Secretary’s Office. Defense and Treasury will usually have 3 or 4 
representatives. USIA will have representatives because our program 
has tremendous political and psychological impact abroad, and we 
must take this impact into account in our program development. 
People from the Bureau of the Budget also attend because the Bureau 
of the Budget uses these sessions as the occasion on which it makes 
its annual review of our program. 

In these sessions we try to bring the major issues out on the table. 
We can’t in these particular sessions, go into the individual details of 
projects. When we identify minor issues, we just have to put those 
aside and say to someone else, “You go look into it.” However, any- 
thing that is major—anything that would affect the level of aid or the 
kind of program for a country—is discussed at this time. 

When these hearings are concluded, I would, normally, based on 
these hearings and based on a personal review and a review by my 
office of the program documents, make a recommendation to Mr, Hol- 
lister as to what I think he should propose to the Director of the Bureau 
of the Budget as to the amount of funds required to carry out the mu- 
tual security program for the following year. 

I might say ps arenthetic ally at this point that while I have been talk- 
ing about the nonmilitary side of the program for the moment, we 
have a parallel process on the military assistance side. 
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At the same time that ICA is developing its final staff reeommenda- 
tions to Mr. Hollister, in the Department of State, Mr. Barnes and his 
office will be making recommendations to Mr. Herter and to Mr. Dulles: 
the Defense staff will be making its recommendations to Mr. Wilson: 
and the staff in the Bureau of the Budget will be making its recom- 
mendations to Mr. Brundage. 

These staff recommendations having been made, Mr. Hollister, after 
consulting with the Department of Defense and the Department of 
State, will transmit a letter to the Director of the Bureau of the Budget 
with his final recommendations. There follow a series of interagency 
discussions, winding up finally with a decision by the President that 
for the particular fiscal year involved the amount of X billion dollars 
will be included in the budget for the nonmilitary part of the mutual 
security program and Y billion dollars for the military part of the 
program. 

That decision having been made by the President, the problem then 
becomes one of adjusting our program in two respects. First, it must 
be adjusted to the fact, if this is the fact—and it usually but not al- 
ways is the fact—that the total program must be ace ‘ommodated, be 
cause of fiscal considerations, within a smaller total amount than the 
total proposed by Mr. Hollister ~ which represents the sum of the 
requirements that the operating agencies felt should be met during 
the course of the year in prc = Pa That means, of course, adjust 
ments not only of the total program but also of each of the components. 

Second, it must be adjusted so that it is brought up to date. Re 
member that the origin of this program goes back into the summer or 
spring of the preceding year, and some of the assumptions that were 
made at that time may no longer be valid. This year is perhaps as 
good an illustration as any of the way conditions change. When the 
guidelines for fiscal year 1958 went out last summer, there had not 
been the Suez crisis, and everything had not exploded in Eastern 
Europe. Our programs obviously had to be adjusted to take these 
developments into account. 

Therefore, once the budget decision is made, guidelines and instruc 
tions went out again to our program developers, saying “Develop 
programs within the following ceilings and taking all new develop 
ments into account.” Now, finally, we have definite program ceilings 
because we are now dealing with specific amounts, a specific total 
amount within which all programs must be fitted. 

The ICA program officers are under instructions to work again with 
the Department of State, the Department of Defense and any other 
agency that is concerned, and, within the new ceilings and assump- 
tions, to come up with an interagency agreed recommendation as to 
a program; and this is the program that appears in the congressional 
presentation books which you will be receiving shortly and that you 
have customarily received in the past. 

That is a long process, and I can’t tell you how many different con 
siderations the final decision involves, and yet, at the time we finish 
the first part of the process, with the Preside nt’s budget decision, all 
we have by way of decision is the one-line figure that goes into the 
budget. We still have the problem, in the second part of the process. 
of dividing this figure up and, after doing so, constructing the final 
programs for presentation to the Congress. 
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I might say at this point that the individual ceilings that are given 
to the country desks and the regional directors during the second 
phase, and under which they develop this final program for congres- 
sional presentation, are normally Semetand at a very high level. 
In fact, these figures have been personally approved at the level of the 
Secretary of State and the Director of ICA. They are not figures 
which are dreamed up at some lower level, although, of course, there 
is much staff work which precedes the decisions at the top. 

I bring all the foregoing out both for the reasons I gave at the out- 
set and because the process described is re lated to one suggestion in 
the GAO report. That report suggested that there ought to be one 
office in ICA that keeps a record of every one of the changes that takes 
place in this process of program development from the very start 
of this whole operation through to the time that the program that 
goes into the congressional presentation is finally agreed upon, to- 
gether with an an: alysis and a statement of all the reasons that have 
occasioned those changes. 

The GAO would obviously not carry this suggestion to the extreme, 
of, for example, stating why a person for a particular technical proj- 
ect was to be a GS-15 rather than a GS-14, or something like that. 
But it feels there should be a fairly full documentation. Our posi- 
tion has been that it might be interesting to have such documentation 
and that it might be useful as a short cut for the GAO when it comes 
in and looks at our problems, but that the work involved, and par- 
ticularly the work involved in the case of your top policymakers, in 
writing down memorandums of conversations covering all the literally 
dozens and dozens of ch: anges that occur in the case of ever y country 
program during this process, would not justify the results and would 
not really serve a particularly useful purpose. 

The thing that we are interested in, and the thing which I think that 
this committee and the other committees of Congress are interested 
in, is that the end product of this program process, the specific pro- 
posal that we finally give you—the proposal to carry out a program 
of a certain type, at a certain general level, in a particular country 
for a particular purpose—makes sense and is backed up by evidence; 
and are not interested in a detailed statement of every one of the steps 
that takes place in the course of preparing this end product. I don’t 
think the detailed history of each decision in the program process is 
relevant, any more than you would probably think it was relevant. to 
the debate on the floor te have a tr anscript of your markup session 
available to the people on the floor. There are all sorts of discussions 
that take place before final decisions are made and all sorts of consid- 
erations that enter into them. We can tell you—and if we can’t we 
are not doing our job—why the particular proposals which we are 
making to you are justified. We therefore don’t think, and this is one 
place where we don’t agree with the General Accounting Office, that it 
would be worthwhile to have this kind of record. 

Let me now turn to suggestions of the GAO with respect to the 
congressional presentation itself. This is the problem to which the 
General Accounting Office directed the majority of its testimony. 

At the outset I would like to make a point which, to me, is tremend- 
ously important, and that is, that the General Accounting Office report 
has equated the congressional presentation with the formal congres- 
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sional presentation documents which we give to the committee, and 
hasn’t recognized the fact that those documents represent only one 
of three major elements in the presentation which is made to each 
of the congressional committees. 

Those three elements are these: First, there are the formal presenta- 
tion books. Second, there are anywhere from 3 to 10 weeks of hearings, 
ending up in printed hearings that run sometimes to more than a 
thousand pages, a thousand pages from which have been excluded the 
days and days of testimony of an executive character that couldn’t be 
printed in the record. We always consider that these hearings repre- 
sent a part of our presentation and have felt that there are things that 
could be dealt with better in that part of the presentation than in the 
formal presentation books. The third element of the presentation 
consists of the very large amount of information by way of tables, re- 
ports, and other materials which the executive branch has in hand 
when it comes before these committees and that it makes available to 
you as individuals, to the committee as a whole, and to the staff, but 
which do not necessarily find their way into the printed record of your 
hearings, simply because they may be bulky or because they may be of 
a classified nature. 

The importance of the general point I am making, comes out, I think, 
when we discuss some of the particular problems which the GAO 
pointed to as representing areas in our presentation which could be 
improved, 

I would be the first to acknowledge that there are large areas that 
could probably be improved in our own presentation books. But I 
think their relative importance, at least in terms of the GAO sugges- 
tions, becomes less significant in the light of what I am about to say. 

For example, the report said that the books did not contain adequate 
information on the whole operation of Public Law 480 and that Public 
Law 480 is something that needs to be looked at when you are examin- 
ing the annual proposals for mutual security. 

T agree with both of these statements, but the fact of the matter is 
that you will find, if you should turn to the printed hearings of this 
committee for last year, that executive branch witnesses spent the 
better part of a day testifying on the agricultural program, including 
Public Law 480, and that there are more than 50 pages of unclassified 
testimony in the printed hearings dealing with this subject. 

You may conclude that this particular testimony did not satisfy 
you, but that conclusion goes, not to the question of whether the exec u- 
tive branch was addressing itself properly and with adequate emphasis 
to the problem of Public Law 480, but rather to the question of whether 
the particular witnesses made the points they should have made effec- 
tively and answered the questions which you had. 

We consciously omitted the Public Law 480 material from our pres- 
entation books for several reasons: First, there was the question of 
bulk—the question of our ability to include in presentation books that 
are at the same time usable by the committee, all the wealth of material 
that could be provided. I will come back to this matter of bulk later. 

Second, it is difficult to develop, and we have tried to do this, a format 
which, without creating incorrect impressions as to the impact of 
Public Law 480 on the mutual security program, nonetheless provides 
all the facts which the committee would want to have on this subject. 
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We find it is difficult to arrange the material so that it does not mislead 
a person who simply looks at the tables on Public Law 480 and the 
mutual security program and doesn’t have all the background that one 
needs to have concerning the relationship that this Public Law 480 
program has to the mutual security program. 

I would be delighted to come back to this Public Law 480 problem 
later, because I think you are interested in it. But let me first continue 
the general theme of my remarks about the adequacy of the ICA 
presentation. 

The General Accounting Office also suggested that these books 
should include various information concerning the status of all of our 
projects—the extent to which money has been requested for each of 
them in previous years, the extent to which that money has been obli- 
gated, subobligated, and expended, the amount of new money that is 
requested, and the problems that we have encountered in carrying out 
those projects. I think that all of this information is very relevant 
information. But remember the fact that we are dealing with some 
2,000 projects, and this fact raises the following question: Do you deal 
with the status of these 2,000 projects by including an additional 1,000 
or 2,000 pages in these presentation books or is it more convenient, 
and does it make for a more orderly presentation, if we simply have this 
information available at the hearings for you to look at in separate, 
though not necessarily printed, documents, with testimony presented 
on any country that you may be interested in ee. Last year, 
when we were before this committee, we had with us fairly detailed 
information on the status of each project, although not, I would say, 
every specific thing that the General Accounting Office suggested. 

The GAO also suggests that we should have very extensive informa- 
tion for each country on the pipeline situation with respect to the non- 
project or commodity side of the program. We agree that such in- 
formation is very relevant information. Again, however, I note that 
this is information which we have always had available when we 
have come before these committees with our annual presentation. We 
haven’t always reproduced this information in the presentation books, 
but I can remember, for example, a rather extensive discussion of 
pipeline which Mr. Murphy conducted before this committee Jast year 
which, I think, took the better part of a morning. His statement was 
backed up by detailed information on those parts of the problem on 
which the committee wanted additional information. That doesn’t 
mean that it wouldn’t be better to put this information in the pro- 
gram books. I don’t know the answer to that question; I would like 
to discuss it with you. 

The General Accounting Office also said that there were places in 
our program presentation book where we had listed large sums of 
money under the heading of “Other costs” without adequate explana- 
tion as to the purpose for which, or the reason for which, that money 
was being requested. I think that I agree with the GAO that in 
perhaps 4 out of the 6 cases which they cite, the term “other costs” as 
used was cryptic and meaningless, should have been described in a 
supplemented footnote, and should have been explained in the narra- 
tive. The matter was, in fact, inadequately handled because of inept- 
ness or carelessness on the part of the people who prepared the particu- 
lar statements involved. I should say parenthetically at this point 
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that I am afraid errors of this kind are going to creep into our pres- 
entation books from time to time simply because these books are pre- 
pared under very great pressure with people working around the 
clock for 2,3, or 4 days at a time, and the speed with w hich proofread- 
ing and writing must be accomplished is bound to result in errors. 
But in spite of the foregoing specific inadequacies in the presentation 
books themselves, I would also like to point out that I don’t know of a 
single case in which the items which are described under the category 
of “Other costs” were not thoroughly discussed at least in this com- 
mittee—I can’t say whether this was necessarily the case in the other 
committees—and where the committee itself was not perfectly well 
aware of the nature of the whole program in the particular country 
involved. 

Another thing which the General Accounting Office suggested 
should be dealt with in the presentation books is the extent to which 
statutory fund transfers have been made during the course of the 
year, and the extent to which there have been deobligations that re- 
leased previously obligated funds for reobligation. It is true that 
this information is only partially contained in the presentation books, 
although I might call attention to the fact that there is quite an ex- 
tensive discussion, in volume 4, at pages 217 to 224, of our last year’s 
books, on emergency programs, on the necessity for statutory trans- 
fers and on the use during fiscal years 1955 and 1956 of the special 
Presidential authority. But, be that as it may, we had, of course, 
made available to your committee detailed information on the extent 
to which the various transfer authorities had been invoked. More- 
over, in the case of the presentations with respect to each country, you 
were familiarized with the nature of the programs that were being 
carried out and, where there had been transfers, with the reason these 
transfers had been made. Possibly there should be more elaborate 
discussions of this subject in the presentation books; but again, let me 
emphasize the fact that these matters were dealt with fully as part 
of what we considered to be the presentation. 

The General Accounting Office also suggested that the narrative 
description in the presentation books covering the reasons for the pro- 
posed program for a country, and particularly the narrative dealing 
with the nonproject side of the program, was often inadequate and 
did not give congressional committees or the average reader an under- 
standing of what it was that the executive branch was proposing to do 
in the country—gave no real justification for the amount of money 
illustratively ree for that country. I think that this criticism 
is well founded. I don’t think that we have yet found the form or 
the method for dealing with this problem adequately in our narrative 
descriptions. It is a very difficult problem to deal with adequately in 
a short narrative of the kind and length that we have felt we must 
have in order to telescope our written presentation within the physical 
limitations that we have set for ourselves. At the same time, I think 
the General Accounting Office overlooks the fact, which I mentioned 
earlier, that there are some 3 to 10 weeks of testimony on these pro- 
grams before the committees most concerned, hearings in which the 
rationale and reasons for many of these programs are gone into In 
great detail and in which the committees have the opportunity, in cases 
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where they feel the narrative is defective, to cross-examine the wit- 
nesses of the executive branch and bring out the case more fully. 

Finally, the General Accounting Office suggests that we should 
weave into our formal presentation documents the same kind of infor- 
mation which we are obligated by law to furnish to these committees 
under section 513 of the Mutual Security Act of 1954, as amended, 
information concerning deviations of a significant character which 
have been made, in the actual execution of the annual program, from 
the program as it was illustratively presented to Congress when we 
were seeking funds for its implementation. That might be a good 
idea. We have thought about it. I am not sure, however, that with 
the complications of format that would be involved in showing this 
additional data meaningfully in relation to the data now contained 
in our country program presentations, and with the increased physical 
volume that would be involved—although this would not be serious 
in this case—we would be justified in making that kind of a shift. 
This year you will receive, at just about the same time as the presenta- 
tion books, or before, a section 513 report, showing the changes which 
had been made as of, I think, the end of February in the 1957 program 
presented to Congress last spring. You will have that report avail- 
able to look at as you go through the presentation books. 

So I conclude ‘that to the extent that it is at all possible to provide 
the information in question to the committees of Congress, we have, 
as part of one of the three major components of our “presentation— 
first, the presentation books; second, the large amount of material 
informally and formally provided to the committees; and third, the 
hearings—in fact been making available to you and to the other com- 
mittees the kind of information that the General Accounting Office 
is talking about. 

So the whole issue posed by GAO really boils down to the question 
of whether the present arrangement and distribution of the total pre- 
sentation as among these three different components should be 
changed ; of whether we should try to cover more of the total presenta- 
tion in the presentation books themselves, and less in the other docu- 
ments which we have available to show you, and do show you and 
submit to the committees as we go along in our hearings and in ‘the oral 
testimony that we give to congression: il committees. I don’t know the 
answer. In the past I think our answer has been governed by two 
factors. 

The first factor, naturally, has been our own judgment as to how we 
could present to you most objectively, most fairly, most fully, and 
most persuasively the program that we are trying to get you to endorse. 

sut the second, and I would say equally important, factor has been 
what it is that you, as a « ommittee, and the other committees that have 
primary jurisdiction over the review of this program, feel they need 
by way of information in order to make intelligent decisions as to 
whether to authorize the programs proposed and as to whether to ap- 
propriate the funds requested for the activities authorized. 

We have been greatly governed by what this committee and the other 
committees consider to represent an adequate presentation balance as 
among the presentation book, the oral testimony and the less formal 
documents made available for committee use and study. 
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As I said earlier, at the very outset, this matter is one that has been 
a subject of repeated consultation with the committees and with the 
committee staffs. You were not here, Mr. Vorys, when I said this ear- 
lier, but I remember, harking back all the way to 1950, sitting down 
and talking with you and others on the e ommittee about what was the 
best and most meaningful form in which the necessary information 
could be presented to the committee. 

I don’t say that the answers which we have found are the right 
answers. Weare not dealing with just one committee. Unfortunate ely ; 
we have 4, and occasionally 5, clients. We have the House Foreign 
Affairs Committee, the Senate Foreign Relations Committee, the two 
Appropriations Committees, and, sometimes, the Senate Armed Serv- 
ices Committee. There are different methods of approach among these 
different committees and they have different desires. This committee 
has been prone to go into these programs in a great deal more detail 
than some of the other committees that are concerned with this pro- 
gram. 

Mr. Jackson. I might say, Mr. Chairman, that they have picked up 
a fifth client, the Committee on Government Operations, on the basis 
of the report that we have before us. 

Mr. Ontry. I think you are right, Mr. Jackson. That adds to our 
problems. So we have this problem of reconciling, and developing 
our presentation books in the light of, the differing views of all these 
different groups. 

Mrs. Bouron. Would the gentleman yield for a moment for a com- 
ment upon Mr. Jackson’s remark? I was interested in your emphasis 
on the committees “having primary jurisdiction.” I think it may have 
something to do with Mr. Jackson’s remark. 

Mr. Onry. I wouldn’t want to get into a jurisdictional dispute, my- 
self. 

Mrs. Botron. No. I just want that for the record. 

Mr. Onty. I want to be the first to say that if this committee feels, 
or if other committees feel, that the incorporation into our books of the 
large amount of additional information which the General Account- 
ing Office suggests might be useful to them, we would be pleased to do 
so, that is, of course, to the extent that it is physically possible to pro- 
vide such information and include it in a manageable document. 

There are certain things that the GAO suggests that we should get 
into which I think might not be practical and might not be useful, but 
this is a question of detail and does not vitiate the general remarks 
that I have made. I might say that we have, in fact, taken one of the 
important GAO suggestions and are reflecting it in the presentation 
this year. Whether the information in question will be physically in 
the presentation book, I don’t know, but if not, it will be in a form 
comparable to the presentation book. This is the suggestion that, as 
to major projects, we should include a lot more information than we 
have included in the past about the status of obligations, subobliga- 
tions, expenditures, proposed country contr ibutions, and problems en- 
countered. That information will be available to you when we come 
up with our fiscal year 1958 program. Of course, one can disagree as 
to what is a “major project” for these purposes. Maybe some ‘people 
would say that we should include this information for a thousand of 
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our projects, whereas someone else might say it should include it for 
only 50 of our projects. That, again, is a matter of detailed judgment 
that I don’t need to go into here. 

Let me now talk about one thing connected with this problem of 
presenting the annual congressional program. This particular thing 
is not dealt with as part of the congressional presentation recommen- 
dations of the General Accounting Office but it is dealt with in the 
very last pages of the testimony by the GAO representative. This is 
the question of whether we can, and should get away completely from 
the practice of presenting you with programs and projects which we 
say are “illustrative.” We believe that we should continue to present 
our programs on an illustrative basis, even though we recognize, and 
even though I think we could demonstrate, that w what we do present as 
being “illustrative, ” particularly in the case of projects, is in fact sub- 
sequently i in large measure carried out in practice within the permissi- 
ble range of adjustments in cost estimates, and so forth, which are 
necessary, obviously, in conducting any program of this kind, and with 
due recognition for the fact that we are constantly called upon to put 
out fires. We believe that these programs should be presented on an 
illustrative basis, for two reasons: 

In the first place, we know from past experience that we live in a 
world in which it is very difficult to predict what is going to happen 
next week, let alone 12 or 18 months in advance, and that this program, 
if it is to serve its purpose as an instrument of American foreign pol- 
icy, must be responsive to the kind of changes which take place i in the 
world during those 12 or 18 months. T hose ch unges can be very major 
changes, ranging from those dictated by the necessity of fighting a 
war in Indochina to those which result from an explosion in Eastern 
Europe or the closure of the Suez Canal, with all the consequences 
that followed that event. That is one reason why we feel our pro- 
grams must be illustrative. This is a point I want to come back to 
when we discuss the final recommendation of the General Accounting 
Office having to do with flexibility and a contingency fund. 

The second reason we believe these programs should be illustrative 
is the fact that if they are more than illustrative, if they are firmed up 
to the point where we can say definitely, “This is what the United 
States Government proposes to do next year if you give us the money 
and this is what the other government says it will do provided you 
give us the money,” we will have gotten to the point in our negotiations 
with the other government where, even if we haven’t actually made 
a legal commitment to that other government, that other government 
neverthe less views what we have done as in effect being a commitment, 
and we are in fact confronting the Congress with a situation in which 
we must say that the United States has what amounts to an obliga- 
tion—that we will have a political crisis if Congress doesn’t appropri- 
ate money to carry out the activity, That is the dilemma we are in. 

If you develop your programs to the point of real firmness—and 
firmness often requires detailed negotiations, engineering, local budget 
actions and a host of other activities, such as, for example, in the case 
of a dam, or other large public-works project, the enactment of legis- 
lation to condemn land, arrangements to resettle persons displaced 
and all the other sorts of things involved in any major project—other 
governments are prone to assume that the United States will in fact 
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carry the programs out. Whether it is right or not—and we can 
start with the premise that it isn’t right—for another government to 
assume that if we carry negotiations and other actions with respect to 
a project or program up to a certain point we will certainly go ahead 
and actually carry the thing out, the fact is, particularly in these less 
developed countries, where there is a lack of sophistication, a lack of 
knowledge of the way that we handle our own affairs, a different way 
of doing business, and so forth, that they do actually make those 
assumptions, and that we do find ourselves in a position where it is 
very difficult, without serious political repercussions, to back away 
from things that have been carr ied up to that point. 

Perhaps this whole issue about illustrative programs is actually 
less important that we make it seem, because, as I have said, a very 
large part of our program, except for the intervention of emergency 
situations and particularly in the project field, is carried out in much 
the form that we presented to you. 

It may also not be too imports int because probably 75 percent of 
the projects that we present to you each year represent proposals to 
continue doing something that we are already doing to a certain extent. 
as, for example, extending a college contract, extending an educational 
program, or doing another slice of the financing of a dam. In any 
event, however, we feel we have to be honest with you and to describe 
our programs as “illustrative”—unless we are to follow a course of 
action which in effect commits the United States Government in 
advance of congressional appropriation of funds. 

I think I have now dealt, in passing, with most of the problems of 
congressional presentation that are raised by the General Accounting 
Office report. And in this connection, let me say, again, that when 
I make the remark that I think we include in some part of our gen- 
eral presentation most of the information singled out by the GAO, 
I don’t want to imply that I am casting aside, or that I am criticizing, 
the GAO suggestions, which are certainly suggestions that ought to 
be examined, that it would be better to cover certain of these problems 
in that part of the presentation represented by the printed books. We 
would like your advice on this type of problem. 

Although we have cons sulted you with reference to the ge neral form 
of this year’s presentation already, and although this year’s presen- 
tation, in terms of the formal books, couldn’t be recast now, we would 
certainly like any new thoughts you have, as a result of having exam- 
ined the suggestions of the General Accounting Office, as to how these 
things should be done. 

Let me now just take a few minutes to deal with the one more sub- 
stantive suggestion which is included in the statement by the General 
Accounting * Office representative. That suggestion is this: The 
mutual-security program should be divided into two parts. The first 
part would consist of those programs which you knew you wanted 
to carry out during the succeeding year and which appeared reason- 
ably certain. The GAO would say that those programs should not 
be illustrative programs, but I think that even if they were to be 
considered as illustrative programs, the proposition which is made 
by GAO is one which should be examined. The second part of the 
program would consist of a contingency fund, which I judge from 
simply reading the statement of the “General Ac ounting Office repre- 
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sentative, would be made large enough so that it could cover all con- 
tingencies that might arise during ‘the ensuing fiscal year without 
the. necessity for in any way interrupting, or diverting funds from, 
those programs inc ‘luded in the first part of the program. 

This is an interesting suggestion. It is one that we have considered 
from time to time over the past 3 or 4 years. It is one that 
we have in fact discussed in this committee at various times during 
that period. In balance, we don’t think it is a wise suggestion, for 
a number of reasons that I will enumerate. However, our presenta- 
tion to Congress this year requests a reserve fund which is twice as 
large, to wit, $200 million, as the reserve fund which was proposed 
last year and included in last year’s legislation as section 401 (b) of 
the Mutual Security Act of 1954, as amended. 

I should like to say something about this problem of contingencies 
as a backdrop to giving my particular reasons for feeling that the Gen- 
eral Accounting Office recommendation is not a wise one. 

The contingencies which we face each year in the mutual security 
program fall ‘into three types: First, there are a whole series of re- 
quirements which, as of the date of the annual congressional presenta- 
tion, appear as possible requirements for the succeeding fiscal year. 
For example, I could today give you a list of requirements whic +h are 
not now firm, but which may ‘become firm in fiseal vear 1958 and which 
total a considerable amount of money. I shan’t do so in open session, 
but a representative of the exec utive branch can do so in executive 
session when we make our fiscal year 1958 presentation. You know 
that some of these contingent require ments are going to come to pass 
and will have to be met, but you don’t know which particular require- 
ments out of these total requirements will be the particular require- 
ment which will have to be met. The best that one can do is make an 
educated judgment as to the proportion of all these foreseeable con- 
tingent claims that may eventually become firm and require some ex- 
plicit recognition during the course of the year. 

The second category consists of those requirements which are wholly 
unforeseen at the time of the congressional presentation. ‘Those are 
the requirements that result from natural disasters or from some un- 
foreseeable move on the part of the Soviet Union. Or they may flow 
from some new critical political or economic development in some coun- 
try of great importance to the United States, or they may represent re- 
quirements that perhaps should have been foreseen, at least as con- 
tingent ones, but which were not foreseen, simply because of human 
fs allibility in forecasting the shape of things to come. 

And finally, there is the c ategory of added requirements that result 
from the fact that the cost of meeting those requirements which we 
foresaw, and planned for, may be radically different from the cost 
that we had anticipated at the time the program was put together. 
All sorts of things can happen. Just take the fluctuation of ocean 
transportation rates for coal. That kind of fluctuation can throw off 
entirely the original cost estimates for a program that included, say, 
some $15 million of coal. 

We have these three types of requirements that may have to be met 
during the course of the year. There are four ways, logically, in which 
they can be dealt with. 

The first thing would be to seek congressional action. There are 
situations, obviously, where that is the appropriate thing to do, par- 
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ticularly if the Congress is in session. That, of course, was done in the 
case of the India wheat loan and in the case of the Pakistan grain emer- 
gency, and it has been done in other cases. But for the normal situa- 
tion, that course does not represent a practical approach in a program 
which is necessar ily going to be faced with a large number of new re- 
quirements each year r simply because of the kind of world with which 
that program must deal. And, of course, you have the added fact that 
sometimes, such as in the fall of 1953, when it was felt necessary to try 
to stave off disaster in Indochina by allocating massive resources in 
support of the Navarre plan, Congress was not in session. Vital na- 
tional interests required that we transfer large amounts of funds to 
carry out programs in that area. We consulted all the congressional 
leaders, but it did not seem appropriate to reconvene the Congress. 
I might say that these fund transfers disrupted other programs, but 
there was no other choice. 

A second method is to use any savings that may have resulted from 
better management of the programs as, for example, the kind of sav- 
ings that the Department of Defense has announced, and the Presi- 
dent has announced, have been effected in the military assistance pro- 
gram in the course of the last year as a result of developing better 
usage rates on spare parts, a reanalysis of ammunition requirements, 
and other similar measures. Savings of this character that occur dur- 
ing the course of the year can be used to meet new program needs. 
That is done where it can be, but such savings normally represent only 
a limited source, if your initial programing of your planned programs 
has been good. 

Thirdly, you can follow the course that we have so often followed 
of diverting funds from those programs that we had planned to carry 
out and would have carried out if no emergency had arisen, but which, 
in the light of the emergency, seemed to have a lesser prior ity, a lesser 
importance, than the new thing which has come up. That, of course, 
is precisely what we do when we use the transfer authorities that are 
contained in section 501 and section 401 (a) of the Mutual Security 
Act. It is precisely what we do when, within a given appropriation, 
we take the program that we had planned for a particular country of, 
say, $20 million, and cut it down to $15 million in order to apply the 
$5 million to some other country in that same area where an emergency 
situation has arisen and which is covered by that same appropriation. 

This third method of approach is undesirable in many respects, as 
the General Accounting Office points out, because it disrupts, and 
forces a postponement of, planned programs that have been justified 
to the Congress and which the executive branch would like to carry 
cut and which there is justification for carrying out. But it does have 
this virtue: That it forces the executive branch, within a monetary 
ceiling, to make judgments as to priorities and to weight very, very 
carefully whether or not this new requirement that has come up is 
really sufficiently urgent so that it needs to be met immediately. It 
requires a much tighter, firmer kind of programing in the actual im- 
rons ition of the program than I think would be possible if there 

vas some other very large special reservoir that we could dip into at 
a time. 

That brings me, of course, to the fourth way that you can deal with 
these emergency problems, and that is by having a large contingent 
fund. I believe there is a necessity for a contingent fund. I think 
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we can demonstrate that necessity by recounting the history of the last 
few years in great detail. I think we can demonstrate it in relation 
to fiseal year 1958 perhaps even better than we have been able to jus- 
tify it in the past, and, as I have said, we are asking for a larger con- 
tingeney fund. 

But frankly I don’t believe that a large contingene y fund is the whole 
answer. IL believe that we should rely on a balanced use of these sev- 
eral methods in dealing with new needs, and that beyond a certain 
point, if we wish to change the programs we have suggested, we should 
be forced to look at the problem of priorities care fully and to reach an 
affirmative decision that the new program is so important that it just{- 
fies cutting out, or postponing, another program. 

I might add, of course, that the suggestion of the General Account- 
ing ¢ fice inev itably means, if we are really going to be in a position to 
meet the kind of problems that all of us know that we face in the world 
ahead, that we must ask for a substantially larger mutual security ap- 
propriation than the President is now asking for. Without the ver y 
liberal—and it is liberal—transfer authority that has been granted to 
us by the Congress, and I think not abused, I believe we can demon- 
strate that we would very definitely have to ask for a contingency fund 
2,3, or 4 times the amount of the contingency fund that we are in fact 
asking for, because, for example, in fiscal year 1953, when that Indo- 
china emergency came up, we had to allocate some $400 million more 
for that program beyond what had been originally presented to the 
Congress for an Indochina program. That called for resources far 
in excess of those which would have been available from any con- 
tingency fund that I think might have been had. 

Chairman Hays of Arkansas, Pardon me. What was your figure ¢ 
How much more / 

Mr. Onty. How much 

Chairman Hays of Arkansas. Yes. You said you had to pour how 
much money in? 

Mr. Outy. Something like $400 million more into Indochina that 
year than we had originally planned to do. That situation, of course, 
involved very exceptional circumstances. We were fighting a war; we 
were fighting a desperate war, the outcome of which was going to af- 
fect what happened in southeast Asia for perhaps years tocome. We 
sometimes do have very serious contingencies that I am confident could 
not be met from a contingency fund of the size that we are proposing 
tod: ay. 

I would say we would have to ask for larger appropriations than 
in fact we are asking for here 

Chairman Hays of Arkansas. Pardon me. About our meeting, I 
would have to go on the floor to get a unanimous consent request. | 
don’t suppose the committee would want me to ask for a unanimous 
consent request for us to sit during general debate this afternoon. If 
I am in error, I wish you would let me know. T assume because of the 
interest in the debate this afternoon on the armed services appropri- 
ations that many of the members would want set there. That poses 
a little problem about pursuing your testimony, sir. 

Mr. Oury. I will be available to the sounmnithens any time they wish. 

Chairman Hays of Arkansas. That answers the question. Mr. Mur- 


phy, did you have an extended statement to make separate from Mr. 
ne 
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STATEMENT OF JOHN E. MURPHY, CONTROLLER, INTERNATIONAL 
COOPERATION ADMINISTRATION 


Mr. Murpny. No, sir, I have no statement. 

_ Mr. Ontry. I have, in effect, concluded my statement. It was an 
informal statement, even though I went on for an hour and a half. 

_ Chairman Hays of Arkansas. I am sure the committee understands 
it required a lot of time. We appreciate your statement. I don’t 
mean for you to conclude if you have something else. 

Mr. Onry. I think, Mr. Hays, that I have made the points that 
I wanted to get before the committee as general background. There 
is a great deal more I could say, I did testify on this subject for 2 
days before the subcommittee of the Committee on Government Opera- 
tions and what I said is reproduced in the printed testimony. There 
are also a good many exhibits which I could introduce into the record 
on various things. But I see no point in loading up your record be- 
yond what I have already done. 

Chairman Hays of Arkansas. Mr. Wayne Hays, will you preside? 
I assume the committee will want to go on for a few minutes. 

Mr. Vorys. It is unanimously agreed that we don’t proceed this 
afternoon ? 

Chairman Hays of Arkansas. It would require unanimous consent 
that we proceed. I assume that unless someone speaks to the contrary 
we will not proceed this afternoon. I base that. on the fact that the 
general debate covers items of interest to us. 

Mrs. Bouton. When will we reassemble? 

Mr. Crawrorp. We have a fairly tight schedule of other witnesses 
through June 5. It might be possible to work them in before that 
date. We are now working on a tentative schedule to give the mem- 
bers, which we hope will be ready before the meeting breaks up. 

Mr. Hays of Ohio (presiding). Mr. Vorys. 

Mr. Vorys. Mr. Ohly, I have worked with you, and an informal 
subcommittee of this committee this year has worked with members 
of ICA, struggling always to get a “short-long” presentation book. 
That is what. we want. We want a book that will give us all the infor- 
mation we need, will be small enough to carry in our pocket, and that 
will be long enough to tell everything that needs to be known, short 
enough that a busy Congressman can and will read it. That is the 
physical problem involved. 

However, I think we had better realize that, after this year, a lot of 
this talk may be water over the dam, and a postaudit of what we used 
to do. I want to call the attention of the committee to the fact that 
if the Gordon bill, or the bill before us, were enacted, this committee 
would have a bill that would amount to just $392,333,000 before it next 
year for consideration, if the spending needs were exactly the same 
as they are this year. 

So that as far as the executive branch is concerned, our presentation 
book next year, for this committee will just contain $392 million in 
items as opposed to a book which this year contains $3,864,410,000. 

T want to say one more thing. When you boil it all down, we have 
got either overprograming or underperformance. Some way or other. 
after 10 years of experience, we ought to have firmer programs brought 
up here. and the ones that aren’t firm yet should be delaved another 
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year to bring up. I think it isn’t a matter so much of how it is going 
to be presented, the kinds of book, the kinds of testimony, but as to 
what is going to be presented. 

I think that additional time is needed for programing so as to get 
away from this hideous rat race that you are in and we are in because 
of this authorization and appropriation procedure each year. ‘This 
committee has been willing to arrange for at lease 15 months of time 
instead of the present shorter period. But I think that the big thing 
is that too much is incorporated in the program that you are just not 
ready for. Your unexpended balance each year is too large. 

Unless you would care to comment on that rather sweeping state- 
ment which wasn’t a question but somewhat of » dogmatic statement, 
I don’t have anything further. 

Mr. Oury. Mr. Vorys, you have dealt with a lot of different sub- 
jects. I think it probably is not appropriate for me at this point to 
anticipate the presentation of our 1958 programs by Mr. Dulles and 
Mr. Thollister and to cover the reasons which they will give for con- 
tinuing authorizations of these programs. 

Mr. Vorys. That is right. I think the committee had better bear 
in mind, however, that a lot of the stuff we are talking about is going 
to be over the dam for next year if the proposed plan is adopted. 

Mr. Onny. You have suggested something new which may be of 
some Importance in our consideration of the contents of the presenta- 
tion books. If in future years, the oral presentation to this committee 
is limited to a much smaller number of items and covers only a small 
proportion of the total program, the books might have a greater im- 
portance than previously because they would be the principal source 
to which this committee would turn for information as to how, in 
general, the program was going. I don’t know whether that had 
occurred to you, but I think it is a relevant point. 

You also suggested that there is, in this program, what the General 
Accounting Office has described as “overprograming” and which is 
sometimes termed “overfinancing.” 

Mr. Vorys. And put in there “the stockpiling.” All of these are 
naughty words, I realize, as far as ICA is concerned. But the stock- 
piling of programs and obligations is one criticism that is made. 

Mr. Onty. It boils down to this: The charge that we request Con- 
gress for more funds for aid to a country for the succeeding fiscal 
year than we can effectively and efficiently use for the purposes of 
the program in that country in that year, particularly after taking 
into account the status of funds previously made available by the 
Congress for the program in that country or in that area. That is 
the heart of your statement. 

Mr. Vorys. Before you proceed further, I want to remind the com- 
mittee that the flexible funds, the contingency, the reserve funds pro- 
posed for this year amount to just about $650 million, $350 million 
in the reserve fund, $150 million transferability under section 401, 
and T figured $200 ena, 10 percent, under section 501. That is 
the program that we are looking forward to considering, and maybe 
we had better not consider it before it gets here. 

Mr. Hays of Ohio. You mean, that is what they are asking; that 
is not necessarily what they are going to get. 

Mr. Vorys. T hi at is the program. 
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Mr. HaysofOhio That is what they want. 

Mr. Oury, Could I have time later to answer Mr. Vorys’ question / 
Could I also request permission to have this answer appear at this 
point in the record? I shouldn’t make requests of the committee, but 
I think it would be helpful to handle it this way. 

Mr. Vorys. I think Mr. Ohly should have his day in court, but we 
will spend the next 6 weeks answering some of these questions. 

Mr. Hays of Ohio. I don’t see any reason, if you want to put a de- 
tailed statement in the record, without objection, why you cannot do so. 

Mr. Outy. I was thinking of oral testimony. 

(The material referred to appears in the appendix. ) 

Mr. Hays of Ohio. I have three questions. When you get the presen- 
tations from your country agencies of what they think should be done, 
lo they use iHustrative programs to you or do they come in with actual 
proposed programs / 

Mr. Ouny. They come in with what they call illustrative programs, 
but, remember that illustrative programs represent those projects and 
other activities which, if the program were to be implemented at that 
moment, would be the program that they would recommend for im- 
plementation. Some of the projects and programs that are included 
in the submission will be ones on which they would not want to go 
ahead until further engineering had been done, until further discus- 
sions had been had with the country, and, of course, until they knew 
the total amount that they were going to have available for that 
country. But they are as illustrative as the programs we present to 
you. 

Mr, Hays of Ohio. Then you make quite a long point of the fact 
that if you presented other than illustrative programs to this com- 
inittee that these countries would think that you were committed. 
Presumably somewhere along in your negotiations you do get com- 
mitted. When does that occur? 

Mr. Ouny. That occurs after we have our appropriations at the 
time when we sit down to work out the final details of the project 
with representatives of the country and an agreement is reached. 

Mr. Hays of Ohio, Do you mean to tell us that you couldn’t explain 
to these countries that this proposed program would operate if you 
got the money, or would that be too big a bar ? 

Mr. Ouny. Yes, you can tell them it would operate if you got the 
money. But the fact is that, whether this is a justified reaction or 
not—and remember I said could not always account for the way human 
beings react—such a statement does create an expectation, a hope, a 
belief and the assumption that that program is going to be carried 
out. I am not supposed to be a judge of political reaction, that is a 
job for representatives of the State Department; but they have re- 
peatedly advised us that in many of these countries it is a fact that 
when the United States sits down and starts to talk about these pro- 
grams and projects in detail, they assume that the United States is 
going to go through with them, provided the thing is technically all 
right, and this despite any reservations that you make. 

Mr. Hays of Ohio. Do you ever talk to them any time before you 
have the money in hand ? 

Mr. Oury. Sure, we talk about a lot of things. 
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Mr. Hays of Ohio. Why don’t they get the assumption, the belief, 
and so forth, from that ? 

Mr. Outy. When you say to representatives of the other country, 
“Include the necessary local financing for the project in your budget 
and get appropriations from your legislature in such amount, and 
take all the other steps preliminary to finalization of the budget, me 
and then they go out and get appropriations and also, for example, 
if, say, a dam is involved, legislation to condemn land so the dam can 
be built, and hire an engineering firm to come out and go into all the 
detailed studies involved, you have gotten to a point where they in 
fact do make such assumptions. There is a point beyond which you 
can’t go without making it look as if you really meant business; 
point at which you do create these hopes and expectations and assump- 
tions. Maybe that is the way we ought to go ahead with this program, 
but I state, as I have stated before, that if we do, the Congress is re- 
peatedly going to be confronted with the assertion that this or that 
project or program is something we simply have to carry out because, 
as a result of our actions, the country in question assumes and expects 
it will be done and there will be political difficulties if it is not done. 

Mr, Jupp. Will the gentleman yield? 

Mr. Hays of Ohio. I think I have used about all my time. 

Mr. Jupp. Isn’t it a fact that when the executive branch comes be- 
fore the Congress and makes a recommendation of certain amounts 
for various countries, the hopes of those countries are raised, and 
if ICA recommended $100 million and we give them only $90 million, 
we lose more psychologic ally from the fe Lilure to go along with what, 
however wrongly, they got the impression they were going to get, 
than we obtain benefit from the very great contributions that we 
finally make, Isn’t that inevitably true? 

Mr. Outy. That seems to be the uniform judgment of our embassy 
representatives in the field, Mr. Judd. 

Mr. Jupp. You see an example in Formosa today. People are in- 
fluenced by little things that they can understand. More resentment is 
created over the acquittal of an American who kills one peeping Tom, 
however justifiably by our customs or reaction, than good will is 
created by vast help given in building their armed forces. 

You can see it also in Okinawa where there is more resentment over 
our failure to make adjustments of land rentals satisfactory to them, 
than there is gratitude for the enormous benefits our expenditures 
have brought to the island. You find the same reaction in every 
country around the world where we have Americans living under dif- 
ferent rules or on different standards than those of the other country. 
It is a human reaction. 

I think just as important as the amount of money we provide, 
is more attention to psychological factors. Rightly or wrongly, to 
give a country the notion that somebody in our Government believes 
we ought to give it this amount and then we don’t come through with 
it, tends to cause the fee ling that the United States isn’t as interested 
as it ought to be, isn’t giving the support the country believes it 
deserves. 

Mr. Outy. That is right. I might say right here that even the il- 
lustrative program itself constantly creates a problem of this kind. 
Just the mere fact of including a figure for a country in our presenta- 
tion creates a qifficult negotiating problem for our people in the 
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field. I think the problem would be increased substantially by this 
other procedure. There are people, however, in the executive branch 
who would disagree with that conclusion. This is not something 
one can be categorical about. 

Mr. Hays of Ohio. Mrs. Bolton. 

Mrs. Borron. I don’t know that this is the moment for me to depart 
from the general method of procedure this morning. I am personally 
deeply indebted to Mr. Ohly for what I think is a very clear picture 
of the whole situation as they see it. I think we must see many, 
many sides of many things before we can make any decision. I am 
deeply grateful for it, personally. 

Mr. C ‘hairman, j yesterday I asked what seemed to me a very basic 
question as to the way by which a new project comes into being. It 
was evident that GAO did not know the answer. I am, therefore, glad 
to have this opportunity to ask it of Mr. Ohly. I wanted to know a 
fundamental thing: How do you start in a country ? 

Mr. Outy. It will start this w ay: Another government comes to us 
and either directly or indirectly asks for help. A decision is reached, 
usually in the National Security Council, in connection with papers 
relating to that country or the region as a whole, or in some other 
comparable body, that the United States should respond favorably 
and respond with resources of a certain general magnitude or within 
a general range, the exact amount to depe nd upon a further examina- 
tion of the problem that led to the request, or that the request should 
be turned down. 

We have at least three illustrations this year of new programs: one 
is Ghana; another, Morocco; and the third, Tunis. We did not have 
programs in any of these countries before. 

Once the decision is made that there will be a program, the normal 
practice is to send out a survey mission. I will deal just with the non- 
military program, but we have a similar procedure in the case of 
military assistance also. We send out a survey mission composed of 
economists, and other people 

Mrs. Botton. That is after the request has been made? 

Mr. Onty. Yes. 

Mrs. Borron. May I just interrupt you at this point and ask you 
specifically : What happened i in Kenya? Wasa specific request made, 
and was that after quite a long time of our people just suggesting that 
they would love to do a little job over there? 

Mr. Onty. I will have to supply that for the record. I just don’t 
know, Mrs. Bolton. There is no question, of course, that the mere fact 
that we have a mission—I am talking about a State Department mis- 
sion—in a country which is daily discussing with representatives of the 
country the problems of that country inevitably leads to discussions as 
to the ways in which the problems of that country can be solved and 
whether there are ways in which the United States can and should 
help in solving those problems. It would just be ridiculous for any- 
body to stand up and say that these projects always come to us out of 
the blue. There is a discussion back and forth and the idea for the 
particular project may well come from a United States representative. 
However, we don’t send a survey mission into a country in order to 
stimulate that country into making a request. The survey mission fol- 
lows an indication by the country that it wants aid and a decision at 








MUTUAL SECURITY ACT OF 1957 99 


the top level of this Government that we should respond to that re- 
quest. 

(The information referred to above appears on p. 109.) 

Mrs. Botton. Then I ask: What, then, is the formula of procedure 
at thisend? Whositsdown together about it? The lCA? 

Mr. Outy. In the first place, ‘the decision that is taken to extend aid 
to a country is taken at the national leve l,as a governmental decision, 
in which State, ICA, and Defense, and, where appropriate, Treasury 
and other agencies involved participate. That decision w ill normally 
be cast in the form of a decision that we should undertake a program 
of a particular type or for a particular purpose, say, a program ade- 
quate to help X country maintain a military force of 10,000 men 
equipped in order to carry out Y mission; ora decision that we should 
furnish a modest amount of technical assistance to Z country; or that 
we should help to meet a national disaster that has occurred in some 
other country. So we start with an interagency decision which sets 
a type of framework for all that follows. 

Then a survey group will go out. That group doesn’t go out as a 
sort of independent arm of the United States Government. It goes 
out and works with, and through, the United States Embassy in that 
country. It will have military representatives, if any are needed, 
although that is not the normal case if only nonmilitary aid is in- 
volved. It may have experts in the different fields that might be ones 
that will require special attention in that particular country, although 
of necessity this survey must, in the first instance, be fairly general. 
But it does provide information which enables us to sketch out the 
kind of program that we might have in that country. 

Mrs. Botton. I am_not doing this just for myself. I think it is 
important that there be in the record of this committee the method 
by which things are started. I think you have answered who sits in 
on it at this end. There has been considerable criticism. Whether 
it has reached you or reached the authorities or not, I don’t know. 
1 have it hurled at me all the time: Who decides all these things, 
anyway? I wanted a very definite answer that I could use with others. 

Mr. Onny. I might just say, Mrs. Bolton, to follow up on that point, 
that, when we get to the stage of casting a program into final form 
for actual implementation, the whole program is set out in a program 
document which describes in great detail what it is that is going to 
be done, how much it will cost, et cetera, and which is in turn backed 
up by individual project data, and this document is processed through 
a large number of the same people that I mentioned earlier when I 
described the review of the budget proposals that takes place in the 
fall, and it is actually initialed or signed by representatives of the 
Department of State, and if necessary, by those in Defense, and by 
Dr. FitzGerald, and our Director for Technical Services and other 
staff officers of ICA, and then, finally, by Mr. Hollister. The actnal 
details of a project are available to Mr. Hollister in this document, 
although he does not actually approve individual projects. The 
regional director for a particular area is authorized to approve the 
actual project document. We are also considering the delegation to 
our mission directors of the right to approve projects of $ 50,000 or 


less on the theory that we get better efficiency if we delegate it a little 
further. 
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Mrs. Bouton. I hope you will consider that very seriously before 
you do it. May I ask one more question? I am overstepping. What 
method do you pursue to keep abreast of the operation, the quality 
of it, the personnel, the real needs, and so on? Do you have just re- 
ports in from the field or do you send out, as the Foreign Service does, 
inspectors ? 

Mr. Onty. I am delighted to go into that, and then I would like to 
have Mr. Murphy amplify it. 

Mr. Sevpen. If I may interrupt, this is the second quorum call. 

Mr. Onty. We do have lots of reports that come in that will indicate 
danger spots; the fact, for example, that recruitment is lagging; re- 
ports that point to things that should be looked into. 

We also have set up ‘rather rec ently, and reporting directly to Mr. 
Hollister, what we call—I am not sure this is technically the right 
term—an evaluation unit which is headed by C. Tyler Wood, whom 
all of you know, and which has the job of m: aking systematic studies of 
the operation of our program in key countries. It is not our intent 
that evaluations by this unit should cover every country quickly, but 
rather that we should review thoroughly the effectiveness of our opera- 
tions in a few important selected countries. These evaluations go into 
not only operations but also the general effectiveness of the program 
and the policies involved. 

Each of these survevs are made by sending out a group consisting 
of a representative of ICA, usually a person who has previously been 
a mission director, a high level representative of the Department of 
State, and one or more staff peonle. After having had 6 to 8 weeks 
of advance briefing here, they will go to a country, spend 6 or 8 weeks 
in the country, and then come back to prepare and present us with a 
report. So far this operation has covered Peru, Pakistan, India and 
Taiwan. and a new group is now out taking on four additional coun- 
tries. That is the first type of thing we are doing. It is relatively new 
activity and I think rather important. 

A second inspection-type activity is what is known as an internal 
audit. This involves people who actually go out in the field and look 
into the problems of the country. They are people who work under the 
general direction of John Murphy and I would like to have him 
amplify on this activity because this is an important part of our 
operation. 

Then there are checks constantly being made by the office, which goes 
under the name of personnel, security and integrity, and which is 
headed by Mr. Thomas E. Naughten. This office looks into possible 
infractions of regulations, problems of security, problems of personal 
dereliction on the part of individuals. 

Then, of course, from time to time, although this serves a somewhat 
different purpose, Mr. Hollister and others in the organization do go 
out and meet with the people in these missions. 

If I might, I would now like to have Mr. Murphy supplement what 
I have said. This is something he feels very strongly about. In the 
past—going back to 4 or 5 years ago—I believe we were not doing an 
adeanate job in this area, whereas today, I think, the situation is im- 
proved. 

Mr. Mcurreny. We have made some improvements. We have not 
reached the millennium in the internal audit. We do have a perma- 
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nent staff of 1 dozen auditors who are constantly performing audits in 
overseas missions. We have made an attempt to program these audits 
in a way that will assure that at least once each year an audit is con- 
ducted in all of the larger programs. In other words, one of our 
criteria is how much money is to be spent. Another criteria is to be 
sure that we get functional coverage, that we watch Technical Co- 
operation program, we watch the defense support, we watch develop- 
ment assistance. The third is to be sure we get geographical coverage 
to know what is going on in the Far East as well as in Latin America. 

This has been a function we introduced a couple of years ago and 
which we have been building. It was a real problem of training that 
was involved for the auditors. It complements the evaluation exercise. 

It is not directed to the substance of the program. All the emphasis 
is given to the management and the financial operations. As I say, I 
believe we have made considerable progress, although we still have 
quite a way to go 

Mrs. Bouron. Could I see one of those? Are those reports of the 
work available to us at all ? 

Mr. Murer. Actually, this is a problem, Mrs. Bolton. It is some- 
thing I would be glad to take up with Mr. Hollister. By the nature 
of our operation, the internal audit, as such, is an internal linen wash- 
ing job that we do with the express purpose of trying to find out any- 
thing that is wrong and get it corrected as fast as we possibly can. 

I have been concerned for some time about the impact on the audit 
program of having these reports become available outside. So our 
regulations require that the Director approve making the reports 
available to anyone outside ICA. 

Mrs. Boiron. Would this be a possibility? Would you sit down 
with me and let me ask you a few very factual questions ? 

Mr. Murprry. I would be glad to at any time. 

(The following statement has been submitted by ICA for insertion 
in the record i 

The internal audit program has been steadily strengthened and improved dur- 
ing the past couple years. We now have a permanent staff of a dozen auditors 
who constantly perform audits of our 60 missions overseas and related Washing- 
ton activities. Our goal is to audit at least our major missions once each year. 
sy the end of this fiscal year we will have completed or have-in progress an in- 
ternal audit of each of our major overseas missions. This activity is not per- 
fected by any means and we require additional highly qualified auditors to do 
a full job. We expect to continue our efforts to improve the ICA internal audit 
program. 

Internal auditing is an independent appraisal activity which reviews all as- 
pects of financial management and program operations as a basis for protective 


and constructive service to 1 lanagement. It is a managerial control which func- 
tions by measuring and evaluating the effectiveness of other controls. Internal 
auditing does not encroach upon or interfere with the authorities or responsibili- 
ties of the direct line of authority. The internal audit program within ICA is 
carried out in accordance with professional audit standards and has provided 


both the mission and Washington officials with objective analyses, appraisals 
and recommendations for the improvement of activities reviewed. Followup 
action is instituted to insure action on all findings and recommendations in- 
cluded in the internal audit report. There is specific legislative direction to es- 
tablish effective internal auditing, but beyond that it just makes good com- 
mon sense to provide a continuous review of thi type in any operation as large 
and complex as the mutual-security program. 

The internal audit is complementary to the program evaluation activity de- 
scribed by Mr. Ohly. The program evaluation team reviews the objectives, con- 
tent and general effectiveness of programs carried out by the USOM’s. The 
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internal auditor’s insure that the USOM’s financial affairs are in order and 
that all elements of management, accounting, administration and program opera- 
tions are implemented effectively and in accordance with applicable law, regu- 
lations and ICA policies and procedures. 

Chairman Hays of Arkansas. Do you have any other questions? 
Mr. Bentley. 

Mr. Bentiey. Mr. Ohly, I snore ren to your presentation. 
It was a very able and very spirited defense of ICA policy in answer- 
ing the remarks of the GAO. I take it you have this document dated 
May 21, don’t you? 

Mr. Outy. Yes; I do. 

Mr. Bentiey. I am sort of sorry that you didn’t follow the points 
in this, because it was pretty hard to follow this and then follow the 
various points you were making. I mean, insofar as the order is con- 
cerned. I think I have most of them. Did you comment on category 
No. 4, the possible overprograming for project-type aid, beginning at 
the bottom of page 2 of this document ? 

Mr. Ontry. I think I did, but maybe not in as much detail as you 
would like. I said there had been instances of overprograming, par- 
ticularly in the past. I don’t believe that I pointed out that this is 
an area in which we have been trying to improve ourselves for a long 
time, and with respect to which we have set up a good many checks 
in an effort to try to catch the case where overprograming, in fact, 
exists. For example, we insisted last fall, in connection with the 
fiscal year 1958 budget proposals, that on every going project as to 
which there was an unliquidated obligation as of June 30, 1956, of 
$200,000 or more, and for which the programing office was proposing 
additional money for fiscal year 1958, there be a full and detailed 
explanation of why it was that they needed additional money even 
though there was this unliquidated obligation as of June 30. This 
was an effort to pick out those projects that needed further analysis. 
Then, in the budget-review process that followed, projects that were so 
identified were examined further. 

This whole question of overprograming is something Mr. Hollister 
has emphasized, and in the programing instructions that went out 
in August to the missions, and again in supplemental instructions 
that were issued at a subsequent date, this particular problem was 
hammered, and hammered very hard. Missions were requested to an- 
swer a whole series of questions which, if they were correctly answered, 
would expose overprograming if it existed. I referred e: arlier today 
to those instructions, and I am going to leave a copy with the com- 
mittee which you might want to look at sometime. 

I don’t want to imply that we have this problem completely 
hand. It is very difficult to review here in Washington or, in the first 
instance, even to make, estimates as to future needs, and particularly 
as to the timing of future needs, on a project ina foreign countr y where 
you are dealing with a combination of all sorts of problems, including 
both the many local obstacles to project implementation which you 
can’t evaluate, and uncertainties as to how quickly vou can get deliv- 
ery of the necessary equipment from the United States, rec ruit the 
requisite technicians, and carry out other things that are related to 
the project. 

I might say, as is very frequently the case, that things which at first 
blush look like overprograming often do not turn out to be. Several 
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projects that were cited by the General Accounting Office as ones which 
might possibly involve overprograming and which I certainly would 
have been extremely suspicious of from the facts which they recited, 
appeared on further examination not, in fact, to involve overpro- 
graming. There were several other cases w hich they cited in which 
there clearly was overprograming, and I could, from my own knowl- 
edge, give you other cases where this has occurred. I think it is a 
problem that will be with us continuously, because people have eyes 
that sometimes are larger than their stomachs and they are not al- 
ways sure of how fast things can be done. 

The best we can do, | think, is to keep working on this problem and 
try to set up safeguards that will minimize the instances in which over- 
programing occurs. I do not think it is anywhere near the problem 
we had in the early days of the mutual-security program when we had 
new missions in the field, i inexperienced personnel, untested procedures, 
lack of experience in foreign operations, et cetera, factors which re- 
sulted in some places, as for example, in india and Pakistan, in build- 
ing up very large pipelines. If I found pipelines as large as those 
today, I would recommend that no additional money be provided for 
the following year. 

But I think we have learned a lot in the interim, and the General 
Accounting Office has certainly been most helpful during that period 
in helping us to spot cases of overprograming and to devise procedures 
which will make reoccurrence less likely. 

Mr. Bentiey. ‘Thank you. Mr. Chairman, I would like to raise a 
question. There was some discussion of the presentation in the books 
to the committee of information regarding the proceeds of sales under 
Public Law 480. I believe it was the feeling of the ICA that this 
would be too voluminous. They did say, at “least they said in this 
statement here, that there would be special testimony on these agri- 
cultural problems. 

I am raising a point. I believe we are going to have coming up in 
the very near “future, not handled by this committee, the question of 
further extension and authorizations for Public Law 480 on the floor. 
I am just wondering if it would be helpful to the committee if we could 
get what information is available on this right at the time that may 
be coming to the floor ? 

Mr. Oury. We would be very glad to accommodate you, Mr. Bent- 
ley. There is a lot of information we could supply you from records 
that are readily available. You probably want to pursue that more 
fully and discuss it with people lke Mr. White or Dr. Fitzgerald. 
However, if you are just looking for figures as to volumes of sales to 
various countries and the allocation of local currency, I could supply 
you with most of that here. 

Mr. Bentiey. What presentation do you contemplate making to the 
committee later on in this respect, if any, that could be available now, 
so that any of us interested could have it prior to the agricultural dis- 
cussion on the floor? 

Mr. Oury. I think some of it could be made available in advance. 
However, we would try to relate our presentation of the Public Law 
480 information during the course of the committee hearings to the 
mutual-security program that we would simultaneously be presenting, 
and try to show the relationship between the two. There are some 
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people who think there are no relationships between the two, and there 
are other people who say, “Well, if you have Public Law 480 programs, 
they are just a complete substitute for mutual-security programs and 
the mutual-security appr opriation can be reduced by that amount.” 
Neither view is correct, but it is rather hard to deal with the problem 
in the abstract. 

If you would like a presentation on Public Law 480 in the near 
future, we would be delighted to arrange it for you. 

Mr. Bentiry. Thank you. Mr. Chairman, would I be out of order 
to ask Mr. Ohly to comment upon a certain remark in the statement 
Mr. Hollister made before the Senate committee yesterday morning 
even though that has not been made a part of the record ? 

Chairman Hays of Arkansas. I think it would be in order for you 
to ask that. 

Mr. Bentiery. Do you have a copy of that statement in front of 
you’ I can refer to it very quickly, I think. I will give you my copy. 

Mr. Hollister is discussing the question of the special fund that is 
requested. He speaks of the fact that it would be desirable to aid 
countries in a program or project not eligible for development loan 
from the fund. I am a little interested in just what he is referring to. 
Would you be able to clarify it? “Progr: ams or projects not eligible 
for development loans from the fund.” 

Mr. Onty. Yes, I think I can comment on it, although, because of 
security considerations, I am going to have to restrict my examples at 
this point and postpone discussion of some of them to executive session. 

In general the answer is this: the ‘re are cert: ain programs which, 
because of their nature—they are not directed at deve lopme nt—should 
not be financed from a development fund, or which, because they are 
in certain countries, had perhaps better be conducted on a grant than 
a loan basis. We have said where development is involved we hoped to 
do most of it through this development fund, but that there might be 
exceptions. 

One program that we propose to finance fro ym this special fund is this 
stepped-up program for the eradication of malaria, a program involv- 
ing some $19 million out of this special fund. We have felt that the 
nature of this program is such that it will better accomplish its pur- 
pos ses if it is done on a grant basis. It is that kind of program. An- 
other program which is not a development program and which will be 
financed from this source is any further program for hi indling the 
Hungarian refugee situation. We have reserved out of this spec ial 
fund for this purpose on a tent: ative basis something like $10 million. 
We are not really sure of the final size of this requirement. 

Another situation may be the case of some country ilong the Iron 
Curtain—— 

Mr. Bentiey. Did you say “along the Iron Curtain”? 

Mr. Onry. Along the Iron Curtain. 

Mr. Bentuey. On this side of it? 

Mr. Onty. Yes, but I would have to include the possibility of aid to 
countries on the other side of it too. But the extension of aid on the 
other side of the curtain would depend on exercising certain additional 
authorities that relate to a portion of this fund. 

There are some countries where a grant sometimes seems to be the 
proper answer to a particular situation. You may have an internal 
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budget crisis in the country. The problem may not lend itself to solu- 
tion through a loan. I could mention any of 3 or 4 countries which 
I think would illustrate this point. 

Mr. Bentiey. I imagine, Mr. Ohly, those examples will be pre- 
sented later on in executive session ? 

Mr. Outy. Yes. 

Mr. Bentiey. I was curious when I was reading these remarks 
over this morning. I wanted to get some idea in my own mind what 
types of projects Mr. Hollister had in mind. 

Chairman Hays of Arkansas. Mr. Jackson. 

Mr. Jackson. Mr. Ohly, first of all, 1 want to express my thanks 
for your presentation here this morning, following as it does on a 
rather critical presentation of yesterday. 

I might say at the outset that for some 11 years I have supported 
this program in the face of considerable opposition from my home 
district, which I think is a situation I share in common with most of 
the Members of Congress, particularly today and in light of the ex- 
isting temper. 

However, there is one point in all of the 11 years which has not — 
clear to me. I thought for the first 8 or 9 years that perhaps 1 w 
just a little slow, so I kept quiet. 

This is the matter of carryovers, committed funds, uncommitted 
funds, and things of this sort. I find that in talking to the Members 
of the House they are just as befuddled as I am on this aspect of 
MSA. 

I would suggest that in the presentation, when it is made, demon- 
strate the pipeline visually, make the representation something which 
will tend to explain once and for all clearly and graphically what the 
situation is with respect to the so-called pipeline funds in order that 
that matter may be settled. 

I might say in that connection that there is a considerable volume 
of mail reaching my office today which says, “Don’t give them a dime. 
They have $6 billion left.” This of course is not the case as we know 
it, but it is the case so far as a considerable portion of public opinion 
is concerned. 

Another suggestion, and this goes to the point of some of the recom- 
mendations made by the General Accounting Office—others are con- 
tained in the fifth report of the subcommittee of the Committee on 
Government Operations. 

You asked in substance whether it would be helpful to further elab- 
orate on the presentation in the form of briefing books. I for one say 
“No.” Ican’t carry the books we have now. 

By the same token, in order to locate any given point which I might 
want to find, I require the assistance of a couple of staff members, 
someone from ICA, and anyone else who happens to be around hi andy. 

What I would like to have, and I don’t think this would necessi- 
tate any additional 2,000 pages, is something in the way of a simpli- 
fied index, with a sheet, let us say, for each country, not going into 
minute details. 

[I am not concerned whether there are 100 tractors going to such 
and such a country. I just made a few notes here on my ideas of 
what would assist me in rapid assessment of any given country’s 
problem. 
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For instance, the headings might be something of this sort: Country 
A, the program. Contemplated total cost of the program. The ulti- 
mate goal which it is hoped to achieve. Then the projects. I mean, 
as specific as they can be made, realizing and recognizing the fact 
that the course of world events may change these things. 

We are all reasonable enough to know that in the world in which 
we are living today any number of things may happen on a 24-hour 
basis that knocks your whole program for a given country into a 
cocked hat. 

But as of the time you make your presentation it seems to me that 
you can and should indicate what specific projects you contemplate 
carrying out in country A, B, C, D, E, etc.; the priority which ICA 
in its estimation and judgment has assigned to these various projects; 
which is the most important; which might be lopped off if the neces- 
sity arose. 

This latter information obviously would be in the nature of most 
confidential and secret information, available only for the perusal of 
the committee and staff. 

Next, the percentage of completion of these projects. For instance, 
I have no idea the status of completion of any of the many projects 
which I personally have visited in Latin America, substantially in 
the technical cooperation area. 

The total cost. The amount committed to date on the total cost, 
if it is not a new project. The 1958 allocation to the project. The 
percentage of contribution which will be made by the country con- 
cerned and the capacity of the country to meet that obligation. 

If I can open a book to Korea, let us say, and this information is 
there, the detailed breakdown, while it may be of considerable interest 
to many people, is not as important to me in my contemplation of 
it as the answers to these few and specific questions. 

Another matter which is of concern to me is the failure of ICA 
to report its failures. I am confident that in a program of the mag- 
nitude that is here involved there have been failures. I know several 
in the field of technical cooperation. 

T haven’t written a magazine article about them. But I know they 
have occurred. The only information that the majority of the people 
of this country get today on the actual operation of ICA in the field 
is when they pick up a Reader’s Digest or something else and read a 
story of a failure. 

Subsequently there is then involved a considerable amount of work 
on the part of ICA in getting out a 20-page sheet, taking point by 
point the allegations and saying in effect “This ain’t so. Here are the 
facts of the matter.” But there appears to be, and it is believed in 
some quarters that the principal job of ICA is justification of what 
they have done rather than a frank discussion of where they have 
failed to do a job: which puts the Members of Congress, Mr. Chairman, 
the members of this committee, in the same situation as the lawyer who 
is confronted about 2 hours before he goes on a murder case, to trial, 
with four witnesses who saw his client out drinking beer when he was 
supposed to be home in bed. 

We just don’t have all the facts. I think an honest, frank discussion 
with this and other committees which have jurisdiction over this tre- 
mendous problem, of the failures, of the shortcomings would certainly 
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be far better than to have those things aired in the public prints with- 
out anyone on congressional committees in a position to say “this isn’t 
true,” and that here are the facts about the matter. 

I take most respectful difference with ICA on the question of the 
illustrative programs. It is inconceivable to me that ICA in its pre- 
liminary negotiations with other governments cannot make it per- 
fectly clear that the discussions are preliminary only and that after 
all is said and done there is in Washington a strange conglomeration of 
over some 500 characters, we don’t care what you call us in your nego- 
tiations with these countries, who have an absolute veto power over any 
negotiations which you have in the field. 

During the 10 years I have been here I have met a number of Min- 
isters of Agriculture and a and so forth, in Latin America, 
which is my primary study area. I have found that they are pretty 
sensible people. 

As far as Dr. Judd’s comments, if you give them $90 million and 
they are angry because they don’t get the other $10 million; if that is 
the case, I say that we may be off on the wrong foot in the entire pro- 
gram. In the preliminary discussions, talk about $80 million, and 
keep $10 million back in your hip pocket on things you think you 
would like to do. 

I can’t buy this business that you can’t tell them frankly that the 
discussions are preliminary and that implementation of discussed 
programs are dependent in their entirety upon the acquiescence of the 
Congress of the United States. 

I shall probably support the program this year as I have previously. 
However, I think there are several points that have been made in the 
GAO brie f, and also by the subcommittee of the Committee on Govern- 
ment Operations which should be implemented by this committee. 

Mr. Ony. I assume you don’t want me particularly to comment, 
but I would like to thank you for your very helpful suggestions. I 
would like to have the people who are working on the presentation 
talk to you a little more at some stage on the kind of things which you 
feel would be helpful. We can’t work them all into the presentation 
this year, obviously. 

Mr. Jackson. Something that would give us ready reference as dis- 

tinguished from a tedious search of the voluminous documents, I have 
some small realization of how much work goes into them. But what 
I need is something that would enable me to turn quickly to a given 
country to determine in the broad sense and in the whole what is pro- 
posed to be done, what it is going to cost, and then for any additional 
required reference go to the country study and the book involved. 
That would make, so far as I am concerned, a better presentation and 
would be a very helpful adjunct to our study. That is all. Thank 
you, Mr. Chairman. 
* Chairman Hays of Arkansas. Mr. Ohly, if the GAO idea as to 
division of plannable and nonplannable projects were accepted, what 
would the status of projects determined by our policymaking authority 
in the United States be that are very much in our national interest but 
still not specifically plannable at the time of presentation ! ? Do you 
have an opinion as to the status of such a project as that, based on the 
acceptance of their proposal regarding the division of plannable and 
unplannable projects? 
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Mr. Onty. I had assumed under their proposal that that kind of 
thing would be taken care of out of the contingency fund and would 
not be included on the plannable side of the program. I don’t know 
exactly what they meant, Mr. Chairman. 

Chairman Hays of Arkansas. It tends to sustain your position, 
doesn’t it, that if this were adopted, the GAO proposal and procedure, 
you would have to have a much larger contingency fund ? 

Mr. Onty. Yes,2 or3 or 4 timesas large. 

Yhairman Hays of Arkansas. Do you have any comments on the 

( : . 
expenses and the personnel increases that might be necessitated in im- 
plementing all of the recommendations of the GAO? Have you 
weighed that as to what additional personnel might be required and 
what additional administrative expense might be required ? 

Mr. Onty. To be honest, I have not, Mr. Chairman. 

Chairman Hays of Arkansas. You might take a look atthat. Just 
give us some idea about it. I don’t want to make it a big assignment. 

Mr. Onty. We will examine the problem. I don’t think the ques- 
tion of expense as such would be prohibitive. I think one of the 
problems would be the extent to which, in the case of 1 or 2 recommen- 
dations, you would place an impossible burden on people who are 
already badly overburdened because implementation of the recom- 
mendation would involve doing certain things that can’t be com- 
pletely delegated. I am thinking of the suggestion that every program 
change, together with the reasons therefor, which occurs in this long 
process of program development, should be recorded and filed in one 
place. A lot of those changes are made by Mr. Dulles, Mr. Hoover, 
Mr. Hollister, and a great number of other busy people. If each 
time a change were made in the program being developed for some 
60 countries you had to write a memorandum for the file covering 
that particular change, I think that would be a very serious burden. 
However, I think the biggest objection to all of their proposals is 
simply the tremendous volume of additional material that 1t would 
be necessary to include in presentation books that, as Mr. Jackson 
has said, are almost unmanageable at the moment. 

Chairman Hays of Arkansas. I would agree with him. Do you 
have any questions Mr. Bentley ? 

Mr. Bentiey. I don’t think so, Mr. Chairman, except with respect 
to the volume of material contained in the presentation books, if the 
committee follows the practice of allowing a certain amount of speci- 
fication by the various subcommittees, that will certainly take care 
of that problem to a certain extent, at least. One group would 
specialize in one particular area and could probably do a much clearer 
job on the presentation book than the entire committee could do if it 
is gone into altogether. 

Chairman Hays of Arkansas. Thank you, Mr. Ohly, and Mr. 
Murphy. We will probably be asking for a special session to pursue 
some of these matters. 

(Whereunon, at 1:06 p. m., the committee adjourned until Tuesday, 
May 28, 1957.) 
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(The following letter has been received from the Comptroller Gen- 
eral of the United States in response to Mr. Fulton’s inquiry. See 
p. 62:) 

COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington, May 29, 1957. 
Hon. THOMAS 8S. Gorpon, 


Chairman, Foreign Affairs Committee, 
House of Representatives. 


Dear Mr. CHAIRMAN: During the hearings before your committee on May 
23, 1957, on the mutual security program, Congressman James G. Fulton re- 
quested Mr. Robert F. Keller, assistant to the Comptroller General, to submit 
for the record our opinion as to whether the statement “that over half of the 
funds that the American people put into the ICA program in Iran have been 
wasted” is correct or not. 

As Mr. Keller pointed out during the hearings, the statement referred to did 
not come from the General Accounting Office and, as far as we are aware, was 
not based on reports of the General Accounting Office. Our report on the 
United States assistance program for Iran, which was sent to the Congress on 
March 15, 1956, included 16 findings of deficiencies in the administration of the 
program. However, our report does not state, nor imply, that over half of the 
funds put into the ICA program in Iran have been wasted, and the deficiencies 
discussed in our report would not, in our opinion, support such a conclusion. 

The statement represents an individual opinion; the same facts upon which 
it was based may lead to the same or different opinion by others. From our 
audit experience with the Iran program, we cannot prove or disprove the state- 
ment and believe that a considered judgment on it can be made only after a 
competent evaluation of the expenditures and the resultant benefits to the 
United States in terms of its foreign policy objectives. We are not, of course, 
qualified to make evaluations in the foreign-policy field. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United Stutes. 


(The following statement has been submitted by ICA in response 
to a request by Mrs. Bolton. See p. 99.) 


In the case of dependent territories, requests for technical cooperation projects 
or other assistance are submitted through the Metropoles. Formal request for 
technical assistance in Kenya would be submitted through the British Colonial 
Office to the ICA representative in London. No such formal requests have heen 
submitted recently. However, Kenya’s Finance Minister has recently inquired 
of the ICA consul in Nairobi regarding prospects for ICA assistance in expanding 
intermediate African education in Kenya. ICA has advised the consulate that 
this request should be submitted through the Colonial Office. 

A number of projects programed for Kenya sometime ago and financed with 
technical cooperation funds and local currency proceeds of sales of surplus agri- 
cultural commodities to the United Kindom are in various stages of implementa- 
tion. United States technicians in training handicraft teachers, expansion of 
adult literacy, highway engineering, and agricultural training are now or shortly 
vill be in Kenya 





